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SUMMARY OF FINDINGS 

The major  f i n d i n g s  o f  the Colorado Tax P r o f i l e  Study, 1975, may be 
summarized as f o l  lows : 
Colorado income and combined s t a t e - l o c a l  taxes bo th  have i n -  
creased about 40 percent  s ince  f i s c a l  year  1972, the  year  on 
which the  o r i g i n a l  t a x  p r o f i l e  s tudy was based. O f  t he  th ree  
m a ~ o rtaxes on the  s t a t e - l o c a l  l e v e l ,  the  income tax  showed 
the g rea tes t  growth, more than 60 percent,  f o l l owed  by the  
sa les  t a x  w i t h  a 45 percent  increase. I n  comparison, the  l o -  
ca l  p rope r t y  t a x  rose by o n l y  25 percent  du r ing  t h i s  per iod.  
The t o t a l  s t a t e - l o c a l  t a x  b i l l  on a c o l l e c t i o n  basis  f o r  f i s -  
ca l  year  1975 amounted t o  $1.6 b i l l  i on .  When added t o  the  
d i r e c t  federa l  taxes p a i d  by  Coloradans, the combined tax 
burden was about $3.6 b i l l i o n ,  o r  more than one- four th  o f  the 
t o t a l  personal income. 
On a l i a b i l i t y  basis ,  r e s i d e n t  s t a t e  taxes a lone amounted t o  
almost $750 m i l l i o n  o r  almost one-ha l f  o f  the t o t a l  s t a t e -
l o c a l  t ax  burden. Of these s t a t e  taxes, 70 percent  were 
l e v i e d  d i r e c t l y  on households and 30 percent  on business. 
Q u a n t i t a t i v e l y ,  the  l a r g e s t  s i n g l e  s t a t e  t a x  p a i d  by i n d i -  
v i dua ls  was the personal income tax,  which accounted f o r  a l -  
most 50 percent  o f  the d i r e c t  s t a t e  l e v i e s .  The corpora t ion  
income t a x  represented l e s s  than 22 percent  o f  the s t a t e  bus i -  
ness taxes. 
Local taxes f o r  t he  same f i s c a l  year  amounted t o  $791 m i l  l i o n .  
More than one-ha1 f o f  the  l o c a l  taxes were imposed d i r e c t l y  
on households, ma in l y  i n  the  form o f  r e s i d e n t i a l  p rope r t y  
taxes est imated t o  have been $300 m i l  1  i on .  The most impor- 
t a n t  s i n g l e  business t a x  on the l o c a l  l e v e l  was the  non-res i -  
d e n t i a l  p rope r t y  t a x  which amounted t o  $314 m i l l  i on .  Overal l  
the p rope r t y  t a x  represented 77 percent  o f  the l o c a l  t ax  burden 
1 
Colorado's combined s ta te - loca l  t a x  s t u r c t u r e  was regress ive  
whether measured on the  bas is  of ad jus ted gross o r  ad jus ted 
broad income. The l a t t e r  concept takes cognizance o f  nontax- 
able money income n o t  inc luded i n  ad jus ted gross income -- 
main ly  money t rans fers  f o r  the  lowest income c lass  and non- 
taxable c a p i t a l  gains f o r  t he  h ighest .  On the  ad jus ted gross 
income basis, t h e  t o t a l  s t a t e - l o c a l  t ax  burden f o r  households 
w i t h  incomes of l ess  than $5,000 was 2.25 times as great  as 
t h a t  f o r  those i n  the  h ighest  category w i t h  incomes of $25,000 
o r  more. However, the  r e g r e s s i v i t y  was s i g n i f i c a n t l y  reduced 
when the  burdens were expressed as percentages o f  ad jus ted 
broad income -- on t h i s  bas is  the  CTPS p r o g r e s s i v i t y  index 
was 1.25. 
I n  cont ras t ,  t h e  s t a t e  tax  s t r u c t u r e  considered by i t s e l f  was 
regressive o r  progressive, depending upon t h e  income measure 
used. On the  ad jus ted gross income bas is  the  s t a t e  tax  burden 
was regress ive  -- decreasing by income c lass  from 10.5 percent  
t o  7.0 percent.  However, when based on ad jus ted broad income 
the t o t a l  s t a t e  t a x  burden ( d i r e c t  and i n d i r e c t )  a c t u a l l y  proved 
t o  be progressive -- successively i nc reas ing  from 5.3 percent 
f o r  taxpayers i n  the  lowest  income category t o  6.3 percent f o r  
those i n  the h ighest .  On t h i s  basis, the  CTPS p r o g r e s s i v i t y  
index was .84 fo r  f i s c a l  year  1975 compared t o  .90 f o r  f i s c a l  
The general p r o p o r t i o n a l i t y  achieved i n  the  d i s t r  
the  o v e r a l l  s t a t e  tax  burden e s s e n t i a l l y  r e f l e c t s  
o f  the  s t a t e ' s  major taxes s ince s i m i l a r  pa t te rns  
ev ident  f o r  any o f  t he  s p e c i f i c  taxes. The s t a t e  
bu t ion  o f  
a balancing 
were n o t  
i n d i  v i  dual 
income tax  was progressive throughout the  e n t i r e  range of i n -  
come categor ies.  On the  adjusted gross income basis,  the re -  
l a t i v e  income t a x  burden f o r  households w i t h  incomes under 
$5,000 averaged about one-fourth t h a t  o f  taxpayers w i t h  i n -  
comes o f  $25,000 o r  more; and on the  adjusted broad income 
basis, i t  was l e s s  than one-sixth. Moreover, i n  terms o f  
2 
e i t h e r  income measure, the  Colorado s t a t e  income t a x  was ap-
prox imate ly  t h ree - fou r ths  as progress ive  as the  federal i n -
come t a x  on Colorado res idents .  
8 	 On the  o t h e r  hand, and notw i ths tand ing  the  $7 pe r  person food 
t a x  c r e d i t ,  the  s t a t e  r e t a i l  sa les  t a x  proved t o  be h i g h l y  r e -  
gressive.  On the  ad jus ted  gross income bas is  t he  r e l a t i v e  
sales t a x  burden was more than th ree  t imes as heavy f o r  the  
lowest  income group as f o r  the  h ighes t ;  and when measured 
aga ins t  ad jus ted  broad income i t  was almost tw ice  as great .  
The o the r  major  t a x  ca tegor ies  on the  s t a t e  l e v e l  -- highway 
user, c i g a r e t t e ,  a1 coho1 i c  beverages and business taxes --
a l s o  proved t o  be h i g h l y  regress ive .  I n  b r i e f ,  the  magnitude 
and p r o g r e s s i v i t y  of  the  s t a t e  income t a x  was l a r g e  enough t o  
o f f s e t  the  r e g r e s s i v i t y  o f  a l l  the  o t h e r  s t a t e  taxes combined 
resu l ting i n  an o v e r a l l  p rogress ive  s t a t e  t a x  s t ruc tu re .  
8 	 The l o c a l  tax  s t ruc tu re ,  account ing f o r  more than one-half  o f  
the  combined s t a t e - l o c a l  t ax  burden, was h i g h l y  regressive,  
p r i m a r i l y  because o f  the  overwhelming importance o f  the  prop- 
e r t y  t ax .  As a  percentage o f  ad jus ted  gross income, the l o c a l  
t ax  burden f o r  t he  lowest  income c lass  was more than th ree  
times l a r g e r  than t h a t  f o r  t he  h ighes t .  I n  the  case o f  the  
r e s i d e n t i a l  p rope r t y  tax,  the  d i s p a r i t y  was even g rea te r  --
6.1 percent  compared w i t h  1.8 percent.  On the  ad jus ted  broad 
income basis ,  the  r e g r e s s i v i t y  o f  bo th  the  t o t a l  l o c a l  tax  
and the  p rope r t y  tax  burdens were somewhat smal le r  -- approxi -
mate ly  tw ice  as heavy f o r  the  poor as f o r  the  r i c h .  
INTRODUCTION 
The unprecedented p r i c e  i n f l a t i o n  o f  t h e  p a s t  few yea r s  coupled wi th  
t h e  rise i n  nominal income has s i g n f i c a n t l y  e f f e c t e d  t h e  d i s t r i b u t i o n  o f  
household income a s  well a s  t h e  consumption p a t t e r n s  and t a x  burdens o f  
Colorado r e s i d e n t  taxpayers .  The Colorado Tax P r o f i l e  Study,  1975, i s  t h e  
second o f  two r e p o r t s  which provide primary d a t a  and a n a l y s i s  o f  t he  mag- 
n i t u d e ,  composition and burden e f f e c t s  o f  t h e  o v e r a l l  Colorado s t a t e  and 
loca l  t a x  s t r u c t u r e  f o r  f i s c a l  y e a r  1975.1' I t  i s  mainly concerned with 
t h e  d i s t r i b u t i o n  o f  s t a t e  and loca l  t axes  among t h e  major income c l a s s e s  
comprising Colorado 's  r e s i d e n t  t axpayers .  In o t h e r  words, i t  a t tempts  t o  
answer t he  fo l  lowing b a s i c  ques t i ons .  Who u l t i m a t e l y  pays t h e  Colorado 
t a x  b i l l ?  How much of t h e  s t a t e  and loca l  t a x  is  borne by r e s i d e n t  house- 
holds? How much by t h e  bus iness  community? What a r e  t h e  r e l a t i v e  burdens 
of t h e  poor, t h e  middle c l a s s ,  t h e  r i c h ?  What t a x e s  a r e  most r e g r e s s i v e ,  
most p rog re s s ive?  I s  t h e  t a x  s t r u c t u r e  a s  a whole r e g r e s s i v e  o r  progres-  
s i v e ?  Such b a s i c  q u e s t i o n s  cannot  be answered o b j e c t i v e l y  wi thout  devel-  
oping a set of c u r r e n t  empir ica l  d a t a  t h a t  provide a reasonably  a c c u r a t e  
d e s c r i p t i o n  of t he  d i s t r i b u t i o n  of  t a x e s  under t h e  p re sen t  system. Thus, 
t h e  economic impact o f  any proposed major t a x  change cannot  be f u l l y  e v a l -  
uated wi thout  d e t a i l e d  knowledge o f  t h e  p re sen t  d i s t r i b u t i o n  o f  s t a t e  and 
loca l  t axes .  In b r i e f ,  t h e  p r i n c i p a l  o b j e c t i v e  o f  t h i s  s t udy  i s  t o  update 
t h e  1972 CTPS r epo r& wi th  1975 d a t a  and develop a comprehensive "cu r r en t  
t a x  p r o f i l e "  which can be used by Colorado 's  i n t e r e s t e d  c i t i z e n s ,  l e g i s l a -  
t o r s  and p u b l i c  a d m i n i s t r a t o r s  a s  t h e  b a s i s  f o r  a s s e s s i n g  t h e  revenue and 
d i s t r i b u t i o n a l  e f f e c t s  of  t h e  p re sen t  t a x  s t r u c t u r e  a s  well  a s  of any new 
t a x  proposal s. 
v ~ h ei n i t i a l  r e p o r t  was l i m i t e d  t o  an a n a l y s i s  of  t h e  s t a t e  i nd iv idua l  
income t a x  r e t u r n s  f i l e d  i n  f i s c a l  y e a r  1575. See Colorado S t a t i s t i c s  
of Income, 1975, Colorado Legi s l  a t i  ve Counci 1 , Research Publ i c a t i  on 
No. 211, November 1975. 
q ~ o l o r a d o  Tax P r o f i l e  Study, 1972, Colorado L e g i s l a t i v e  Counci 1 ,  Research 
Publ i c a t i o n  No. 202, October 1973. 
I. THE STATE-LOCAL TAX BURDEN 
I t  i s  genera l l y  recognized t h a t  a1 though there  has been no change i n  
the  s t a t u t o r y  p rov i s ions  o f  any o f  t he  major taxes, s t a t e  and l o c a l  reve-
nues i n  recent  years have increased s i g n i f i c a n t l y  as a  r e s u l t  o f  the r i s e  
i n  the nominal incomes and consumption expendi tures o f  Colorado res iden t  
households. Combined s t a t e  and l o c a l  taxes, whether measured i n  terms of 
repor ted  n e t  c o l l e c t i o n s  o r  on an ad jus ted  l i a b i l i t y  basis ,  rose by  about 
39 percent  between f i s c a l  years 1972 and 1975, an amount somewhat smal ler  
than the  corresponding growth of  about 43 percent  i n  t he  s t a t e ' s  personal 
income and ad jus ted  gross inc0me.g  However, the s t a t e  t a x  component alone 
increased by more than 42 percent  du r ing  t h i s  per iod ,  w h i l e  l o c a l  revenues 
rose o n l y  by 35 percent.  Nor were the  increases un i fo rm f o r  the th ree  
major revenue sources -- income, sales and p rope r t y  taxes. On the  s t a t e  
l e v e l  the  combined i n d i v i d u a l  and corpora te  income t a x  showed the  greates t  
growth, i nc reas ing  by  62 percent,  f o l l owed  b y  the  sales and use t a x  which 
rose 45 percent. On the  l o c a l  l e v e l  t he  p rope r t y  t a x  du r ing  t h i s  pe r iod  
rose by  on l y  25 percent.  
The t o t a l  n e t  t a x  c o l l e c t i o n s  o f f i c i a l l y  repo r ted  by Colorado s t a t e  
agencies f o r  f i s c a l  yea r  1975 amounted t o  $1,602.8 m i l l i o n  as shown i n  
Table 1. S ta te  taxes on a c o l  l e c t i o n  basi  s  as repor ted  by the  Department 
of  Revenue and the C o n t r o l l e r ' s  O f f i c e  were $806.2 m i l l i o n  o r  50 percent  
of the t o t a l  .y Local p rope r t y  taxes repor ted  by the  D i v i s i o n  o f  Proper ty  
Taxat ion amounted t o  $614.4 m i l l i o n  o r  38 percent,  and a l l  o the r  l o c a l  
taxes t o t a l e d  $187.6 o r  12 percent .  I n  cont ras t ,  on the  CTPS adjusted 
l i a b i l i t y  bas is  which more c l o s e l y  corresponds t o  the  ac tua l  t ax  borne by 
Colorado res idents ,  the t o t a l  o f  combined s t a t e - l o c a l  taxes amounted t o  
$1,539.5 m i l l i o n  i n  f i s c a l  yea r  1975, o r  f o u r  percent l ess  than the  re -
por ted  c o l  l e c t i o n s  . The d i  f fe rence of $68.7 m i 11 i o n  between these two 
2 '~olorado S t a t i s t i c s  o f  Income, 1975, Colorado L e g i s l a t i v e  Council, Re-
search p u b l i c a t i o n  No. 211, November 1975, - .p. 2. 
Y ~ x c l u s i v e  o f  s t a t e  i nhe r i t ance  and g i f t  taxes, hunt ing  and f i s h i n g  li-
cense fees and par imutuel  b e t t i n g  taxes which t o t a l e d  $36.2 m i l l i o n  i n  
f i s c a l  yea r  1975. 
TABLE I. SUMMARY OF COLORADO STATE AND LOCAL TAXES 

FISCAL YEARS 1972 AND 1975 

Net Tax Co l lec t ions  Resident Tax 
Reported by L i a b i l i t i e s  Adjusted 
Sta te  Agencies For CTPS Report 
1972 1975 1972 1975 
(Do1 1 a r  amounts i n  m i  11 i ons )  
Sta te  Taxes 
Income-aI $ 210.0 

Sales and Use 187.8 





C i  ga re t te  14.4 

Alcohol ic Beverage 13.4 

Severance .6  

Regulatory & Other Business 11.4 

Tota l  S ta te  Taxes $ 568.4 
Local Taxes 
Property $ 492.0 

Sales and Use 72.0 

C igare t te  3.0 

Denver Occupation 9.2 

Regulatory & Other Business 17.9 

Tota l  Local Taxes $ 594.1 
Sta te  and Local Taxes 
Property $ 492.0 

Sales a d Use 259.8 

Income-a3 21 0.0 

Highway User 114.6 

Regulatory & t h e r  Business- b1 55.3 

Other Exci se- c9 30.8 

Tota l  State-Local Taxes $1,162.5 
a /~nc ludes  sur tax  and corporate income tax, excludes o i l  and gas tax. 
b /~nc ludes  insurance, severance, corporate franchise, occupation, miscel lane- 
ous regul a t o r y  business taxes. 
41~ iga re t te  and a l c o h o l i c  beverage taxes. 
bases represents adjustments f o r  nontax revenues and nonal l ocab le  l e v i e s  
such as penal t i e s ,  i n t e r e s t  and a u d i t  d e f i c i e n c i e s ;  non-res ident  income, 
sa les and exc i se  t a x  c o l l e c t i o n s ;  t h e  excess o f  income t a x  c o l l e c t i o n s  
over  l i a b i l i t i e s ;  and vendor d iscounts  on r e t a i l  sales, motor f u e l  and 
c i g a r e t t e  t a x  c o l l e c t i o n s . -  51 
The r e l a t i v e  importance o f  each o f  t he  major  t a x  ca tegor ies  on t h i s  
ad jus ted  bas i s  i s  shown i n  t he  t a b u l a t i o n  below: 
Percent  D i s t r i b u t i o n  
Tota l  S ta te  Local 
Taxes Taxes Taxes 
Proper ty  Tax 39.9 -- 77.7 
Sales and Use Tax 24.9 34.2 16.0 
I n  come Tax 19.9 41 .O - - 
Highway User Tax 7.9 16.2 --
Regulatory & Other 
Business Taxes 

C iga re t te  Tax 

A1 coho1 ic  Beverage Taxes 

To ta l  
The l o c a l  p rope r t y  t ax  o f  $614.4 m i l l i o n  cont inues t o  be q u a n t i t a -  
t i v e l y  t he  l a r g e s t  s i n g l e  l e v y  i n  t he  s t a t e - l o c a l  t a x  s t r u c t u r e ,  b u t  r e l a -  
t i v e l y  n o t  as l a r g e  as i t  was i n  f i s c a l  yea r  1972. I n  1975, i t  accounted 
f o r  s l i g h t l y  l e s s  than 40 percent  o f  t h e  combined s t a t e - l o c a l  t ax  l i a b i l i t y  
and 78 percent  o f  t h e  t o t a l  l o c a l  revenues whereas th ree  years e a r l i e r  t h e  
respec t ive  r a t i o s  were 45 percent  and 86 percent .  
5he d o l l a r  amounts o f  these adjustments were as f o l l o w s :  
I n  M i l l i o n s  
Exc lus ion  o f :  
Nontax and nonal l o c a b l e  revenues $22.3 
Non-resident t a x  c o l l e c t i o n s  40.6 
Excess o f  c o l l e c t i o n s  over  1  i a b i  1  it i e s  21.1 
I n c l u s i o n  o f :  
Vendor d iscounts  on t a x  c o l  l e c t i  ons -15.3 
To ta l  Adjustments $68.7 
See Appendix A  f o r  the  r e c o n c i l i a t i o n  o f  t h e  r e p o r t e d  tax  c o l l e c t i o n s  

w i t h  the  ad jus ted  t a x  1  i a b i l i t i e s  used as the bas i s  f o r  t he  r e s i d e n t  

t a x  burden ana lys is .  

The combined s ta te - loca l  r e t a i l  sa les and use t a x  ranked n e x t  i n  i m -
portance. I n  f i s c a l  year  1975, i t  amounted t o  $382.7 mi115on, n e t  o f  $17.0 
m i l  l i o n  of s t a t e  food tax  c red i t s .  As such, the  sales tax  accounted f o r  
25 percent of the  t o t a l  r e s i d e n t  tax  l i a b i l i t y ,  34 percent  o f  t o t a l  s t a t e  
taxes, b u t  on l y  16 percent  o f  the  l o c a l  t ax  burden. The comparable r a t i o s  
f o r  f i s c a l  year  1972 were 22 percent, 34 percent  and 12 percent, respec-
t i v e l y .  
The s t a t e  income tax  represented t h e  t h i r d  o f  the " b i g  three" l e v i e s  
imposed by Colorado s t a t e  and l o c a l  governments. On the  s t a t e  l e v e l ,  i t  
ranked f i r s t  and a c t u a l l y  exceeded t h e  sales and use tax.  I n  f i s c a l  year  
1975, the  t o t a l  income t a x  on a l i a b i l i t y  bas is  amounted t o  $306.7 m i l l ion,  
o f  which the  corporate income t a x  was $49.5 m i 11 i o n  and the  r e s i d e n t  i n d i -  
v idua l  income t a x  was $257.2 m i l l i o n .  The non-resident  p o r t i o n  o f  the  
s t a t e  income t a x  cont inued t o  be comparat ively small ,  amounting t o  $2.2 
m i l l i o n  o r  about two- th i rds  o f  one percent  o f  t he  t o t a l .  The combined 
corporate and i n d i v i d u a l  income t a x  accounted f o r  almost 20 percent  o f  t h e  
s ta te - loca l  t a x  t o t a l  and 41 percent  o f  t he  s t a t e  t a x  burden, whereas i n  
f i s c a l  year  1972 t h e  respect ive  r a t i o s  were o n l y  17 percent  and 36 percent. 
The s t a t e  highway user t a x  category which inc ludes motor f u e l  and ton-  
m i l e  taxes, as w e l l  as motor veh ic le  and opera tor  l i cense  fees, amounted 
t o  $121.6 m i l l i o n  i n  f i s c a l  year  1975. These l e v i e s  accounted f o r  s l l g h t l y  
l ess  than e i g h t  percent  o f  the t o t a l  s ta te - loca l  t a x  burden and s l l g h t l y  
more than 16 percent  o f  the  s t a t e  t a x  l i a b i l i t y .  The r a t i o s  f o r  f i s c a l  
year  1975 were markedly lower than those f o r  1972 which were 10 and 21 per- 
cent  respect ive ly .  I n  pa r t ,  t h i s  r e f l e c t s  the  motor ing pub1 i c ' s  response 
t o  the recent  energy c r i s i s .  
The remaining s t a t e  and l o c a l  taxes -- c igare t tes ,  a l c o h o l i c  bever- 
ages, insurance, f ranchise,  severance and a1 1 o t h e r  business taxes --
amounted t o  $114.1 m i l l i o n  o r  s l i g h t l y  more than seven percent  o f  the t o t a l  
s ta te - loca l  t a x  burden. On the  s t a t e  l e v e l  , they amounted t o  about $64.6 
m i l l i o n  o r  almost n ine  percent  o f  t h e  t o t a l  s t a t e  taxes; and on t h e  l o c a l  
l eve l ,  about $50 m i 1 l i o n  o r  s i x  percent  o f  the  l o c a l  tax  burden. The com- 
parable r a t i o s  f o r  f i s c a l  year  1972 were s i x  percent, 10 percent  and th ree 
percent, respect ive ly .  
11. THE DIRECT AND INDIRECT TAX ALLOCATION 
As i n d i c a t e d  i n  the  1972 Colorado Tax P r o f i l e  Study, a d i s t i n c t i o n  
i s  often made between the  "impact" and " inc idence" o f  a tax  - - the former 
i s  where the tax  i s  l e g a l l y  imposed, the l a t t e r  where the  t a x  f i n a l l y  
comes t o  r e s t .  Theore t i ca l l y ,  the  inc idence o f  a l l  taxes are  borne by 
i n d i v i d u a l s  b u t  i t  i s  usefu l  t o  i n i t i a l l y  c l a s s i f y  taxes i n t o  the two 
general categor ies o f  household o r  d i r e c t  taxes and business o r  i n d i r e c t  
taxes s ince the  d i s t r i b u t i o n  o f  taxes requ i res  s p e c i f i c  s h i f t i n g  assump- 
t i o n s  w i t h  regard t o  t h e i r  f i n a l  incidence. 
Household taxes are  def ined f o r  purposes of t h i s  s tudy as those d i -  
r e c t l y  l e v i e d  o r  s h i f t e d  t o  i n d i v i d u a l s  comprising the household u n i t  and 
genera l l y  are based on the  earn ing  o f  income, the purchase of consumer 
goods and serv ices,  o r  the  ownership o f  p a r t i c u l a r  forms of weal th (e.g., 
r e a l  e s t a t e ) .  I n  t h i s  sense, d i r e c t  taxes inc lude  the i n d i v i d u a l  income 
tax, r e t a i  1 sales tax, consumer excises and the  r e s i d e n t i a l  p roper ty  tax.  
As a d i r e c t  tax, the householder cannot s h i f t  the t a x  t o  others through 
the p r i c i n g  system. I n  cont ras t ,  i t  i s  assumed t h a t  i n d i r e c t  taxes, those 
imposed on business f i rms,  are e i t h e r  s h i f t e d  forward t o  i n d i v i d u a l s  as 
consumers o r  borne by the  owners o f  resources s ince such taxes represent 
business cos ts  t h a t  u l t i m a t e l y  are r e f l e c t e d  i n  market p r i c e s  o r  reduced 
a f te r - tax  p r o f i t s ,  d iv idends o r  u n d i s t r i b u t e d  corporate earnings. The 
corpora t ion  income tax, highway user taxes, sales taxes p a i d  by business 
f i rms on t h e i r  purchases, severance taxes and a l l  o t h e r  f ranch ise  and reg- 
u l a t o r y  business taxes fa1  1 i n t o  the i n d i r e c t  category.- 6/ 
I t  should be f u r t h e r  noted t h a t  i n  d e r i v i n g  res iden t  t a x  burdens f o r  
a p a r t i c u l a r  s ta te ,  i t  i s  p r a c t i c a l l y  impossib le on an empi r ica l  bas is  t o  
determine the amount o f  business taxes exported o r  imported by f i r m s  en- 
gaged i n  i n t e r s t a t e  commerce. As i n  the 1972 study i t  has been assumed 
t h a t  the  expor t  of Colorado s t a t e  and l o c a l  business taxes has been ap- 
proximately balanced by the impor t  o f  taxes from s t a t e  and l o c a l  j u r i s d i c -  
t i o n  outs ide  Colorado. A s i m i l a r  o f f s e t t i n g  assumption i s  n o t  requ i red  
fil~ee Appendix A f o r  the methodlogy and assumptions used f o r  the a l l oca -  
t i o n s  of s p e c i f i c  taxes between households and business. 
w i t h  regard t o  the d i r e c t  taxa t ion  of non-residents. As ind ica ted,  an es- 
t imate o f  the Colorado taxes p a i d  by non-residents (e.g., t o u r i s t s  i n  Colo- 
rado) has been excluded from the ad jus ted t o t a l s  o f  s t a t e  and l o c a l  taxes. 
S im i la r l y ,  taxes pa id  by Colorado res idents  as out -o f -s ta te  t o u r i s t s  e lse-  
where are n o t  considered p a r t  o f  the Colorado tax  burden s ince they are  
n o t  imposed by Colorado j u r i s d i c t i o n s .  
Based on the  above assumptions, the  a l l o c a t i o n  o f  Colorado s t a t e  and 
l o c a l  taxes between those l e v i e d  on res iden t  households and those on busi-  
ness i s  shown i n  Table I 1  and Chart I. On the adjusted basis,  the combined 
s ta te - loca l  tax on res iden t  households and business t o t a l e d  $1,539.5 m i l l i o n .  
O f  t h i s  amount, $920.5 m i l l i o n  o r  t h r e e - f i f t h s  was c l a s s i f i e d  as d i r e c t  
household taxes, and $61 9.0 m i l  1 i on  o r  t w o - f i f t h s  as i n d i r e c t  business 
taxes. 
The proper ty  tax continued t o  represent  the l a r g e s t  s i n g l e  l e v y  i n  
both categories. The r e s i d e n t i a l  p roper ty  t a x  was est imated t o  be $300.1 
m i l l i o n  o r  33 percent o f  t o t a l  d i r e c t  taxes, but  r e l a t i v e l y  smal ler  than 
the 39 percent r a t i o  est imated f o r  f i s c a l  year 1972. On the o ther  hand, 
the non- res ident ia l  p roper ty  tax amounted t o  $314.2 m i l l i o n  o r  almost 51 
percent o f  the t o t a l  taxes on business. This was on ly  s l i g h t l y  l ess  than 
the 53 percent r a t i o  est imated f o r  1972. The s t a t e  i n d i v i d u a l  income tax 
was q u a n t i t a t i v e l y  the next  most important  tax  l e v i e d  d i r e c t l y  on Colorado 
res iden t  taxpayers. It amounted t o  $257.2 m i l l i o n  o r  28 percent o f  the 
t o t a l  d i r e c t  burden compared t o  24 percent  i n  1972. The s t a t e  corporate 
income tax  amounted t o  $49.5 m i l l i o n  and accounted fo r  o n l y  e i g h t  percent 
of the  combined s ta te - loca l  taxes imposed on business -- the same r a t i o  as 
f o r  1972. F i n a l l y ,  s t a t e  and l o c a l  sales and use taxes l e v i e d  on res iden t  
households were est imated t o  be $248.8 m i l l i o n  o r  27 percent o f  the t o t a l  
d i r e c t  tax  burden compared w i t h  a 23 percent r a t i o  f o r  1972. On t h i s  basis, 
the " b i g  three" -- the r e s i d e n t i a l  property,  i n d i v i d u a l  income and r e t a i l  
sales taxes -- represented almost 88 percent of the  combined s ta te - loca l  
tax  burden imposed d i r e c t l y  on Colorado res iden t  taxpayers i n  f i s c a l  year 
1975. 
On the s t a t e  l e v e l ,  taxes amounting t o  $521.3 m i l 1 i on  o r  70 percent 
o f  the adjusted s t a t e  t o t a l  were c l a s s i f i e d  as d i r e c t  household taxes. O f  
t h i s  amount, the i n d i v i d u a l  income tax  alone ( i n c l u s i v e  o f  sur tax)  
TABLE 11. SUMMARY OF MAJOR TAXES ON 
COLORADO HOUSEHOLDS AND BUSINESS , 
FISCAL YEAR 1975 
S ta te  Local To ta l  

Taxes Taxes Taxes 

A. Do1 l a r  amounts i n  thousands: 
T o t a l  Resident Taxes $748,771 $790,720 $1,539,491 
Taxes on Households (Di r e c t )  
Res iden t i a l  Proper ty  $ - - $300,146 $300,146 
I n d i v i d u a l  Income 257,225 -- 257,225 
Sales and Use 164,664 84,145 248,809 
Highway User 70,023 -- 70,023 
C iga re t te  15,596 14,846 30,442 
L iquo r  13,821 -- 13,821 
To ta l  D i r e c t  Taxes $521,329 $399,137 $920,466 
Taxes on Business ( I n d i  r e c t  ) 
Non- r e s i  den tia 1 Proper ty  8 -- $314,214 $314,214 
Sales and Use 91,245 42,615 133,860 
Highway User 51,560 -- 51,560 
Corporate Income 49,455 -- 49,455 
Regulatory & Other Business 35,182 34,754 69,936-
Tota l  I n d i  r e c t  Taxes $227,442 $391,583 $61 9,025 
Taxes on Househol ds (Di r e c t  ) B. Percentage d i s t r i b u t i o n :  
Res iden t i a l  Proper ty  
I n d i v i d u a l  Income 
Sales and Use 
Highway User 
C iga re t te  
L iquo r  
To ta l  D i r e c t  Taxes 
Taxes on Business ( I n d i r e c t )  
Non- res ident ia l  P rope r t y  - - 80.2 50.8 
Sales and Use 40.1 10.9 21.6 
Highway User 







Regulatory & Other Business 15.5 8.9 11.3 
To ta l  I n d i r e c t  Taxes 100.0 100.0 100.0 
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represented almost 50 percent,  wh i l e  r e t a i  1 sales and highway user taxes 
accounted for  32 and 13 percent  respec t i ve l y .  And as noted above, because 
of the  energy c r i s i s  the 1975 highway user t a x  r a t i o  of 13 percent was s i g -
n i f i c a n t l y  below the 1972 r a t i o  o f  20 percent.  The o n l y  o ther  s t a t e  excise 
taxes l e v i e d  d i r e c t l y  on r e s i d e n t  households were the c i g a r e t t e  and a lco-  
h o l i c  beverage taxes which together  amounted t o  about $29 m i l l i o n  o r  l ess  
than s i x  percent  of the t o t a l .  S ta te  taxes on business were est imated t o  
be $227.4 m i l l i o n  o r  30 percent  o f  t he  t o t a l  s t a t e  tax  burden. Quan t i t a -
t i v e l y  the  most impor tant  s t a t e  tax  l e v i e d  on business was the  a l l o c a t e d  
p o r t i o n  o f  t he  sales and use tax  which accounted f o r  40 percent o f  the 
t o t a l .  Business highway user taxes and the  corporate income tax  ranked 
next  i n  importance, represent ing 23 and 22 percent,  respect i  ve ly .  A1 1 
o t h e r  s t a t e  business taxes, such as insurance, corporate f ranchise,  sev-
erance and o t h e r  regu la to ry  taxes, together  accounted f o r  l e s s  than 16 
percent  o f  t he  t o t a l .  
On the  l o c a l  l e v e l ,  taxes were d i v ided  almost equa l l y  between house- 
holds and business -- d i r e c t  household taxes were est imated t o  be $399.1 
m i l l i o n ,  w h i l e  the  i n d i r e c t  business p o r t i o n  was est imated t o  be $391.6 
m i  11 ion .  Because o f  the  overwhelming s i g n i f i c a n c e  o f  the  p roper t y  tax, 
the  a l l o c a t i o n  o f  t o t a l  l o c a l  taxes between households and business essen- 
t i a l l y  r e f l e c t s  the c l a s s i f i c a t i o n  o f  t h e  p roper t y  t a x  i n t o  r e s i d e n t i a l  
and non- res ident ia l  categor ies.  It was est imated t h a t  the  ac tua l  and i m -
puted p roper t y  taxes on owner-occupied and renter-occupied residences t o -  
gether  accounted fo r  s l i g h t l y  more than 75 percent  o f  the t o t a l  l o c a l  
taxes l e v i e d  on r e s i d e n t  households. And i n  the  case o f  t he  non-resi-  
d e n t i a l  p roper t y  tax, the r a t i o  was even l a r g e r  -- 80 percent o f  the 
t o t a l  l o c a l  t ax  l e v i e d  on the  business community. 
The d i s t r i b u t i o n  o f  each o f  the above major taxes by household income 
and the  r e l a t i v e  t a x  burdens expressed as percentages o f  both adjusted 
gross and ad jus ted broad income are presented i n  the  f o l l o w i n g  sec t ion  o f  
t h i s  repo r t .  They prov ide a general " tax  p r o f i l e "  of who p a i d  the more than 
one and one-half b i l l i o n  d o l l a r s  o f  s t a t e  and l o c a l  taxes imposed d i r e c t l y  
and i n d i r e c t l y  on Colorado r e s i d e n t  taxpayers i n  f i s c a l  year 1975. Also, i t  
should be noted t h a t  when the  fede ra l  income t a x  o f  $1.5 b i l l  i o n  p a i d  by 
Colorado res idents  and the federa l  employment taxes of $.6 b i l l i o n  are 
added t o  the  s ta te-1  ocal  t a x  1  iabi 1  ity, the  combined federa l  - s ta te - loca l  
t a x  burden on Colorado res iden ts  f o r  f i s c a l  year  1975 amounted t o  about 
$3.6 b i  11 ion,  o r  more than 26 percent  o f  the t o t a l  personal income o f  
$1 3.8 b i  11 i o n  received by Coloradans t h a t  year. 
111. A PROFILE OF COLORADO TAXES BY INCOME CLASSES 

The d i s t r i b u t i o n  o f  the  Colorado s t a t e  and l o c a l  t a x  l i a b i l i t i e s  o f  
r e s i  dent  househol ds, c l  a s s i f  ied by major income categor ies,  i s  presented 
i n  Table s I11 through V I I .  The data on the  number o f  r e s i d e n t  taxpayers, 
household income and s t a t e  i n d i v i d u a l  income t a x  1 i a b i l  it i e s  were repor ted  
i n  the  e a r l i e r  companion study, Colorado S t a t i s t i c s  o f  Income, 1975. 
may be use fu l ,  however, t o  i n d i c a t e  some o f  t he  bas ic  concepts and ad jus t -  
ments used i n  the  d e r i v a t i o n  o f  these data. Because Colorado does n o t  have 
a " sp l  it-income" p r o v i s i o n  f o r  mar r ied  taxpayers, about one - th i rd  o f  a1 1 
i n d i v i d u a l  income tax  re tu rns  f i l e d  were "marr ied-separate" re tu rns .  For 
the  purposes o f  t h i s  study the  "marr ied-separate" r e t u r n s  o f  husband and 
w i f e  were merged and t r e a t e d  as a s i n g l e  r e t u r n  i n  o rder  t o  ob ta in  a more 
accurate p i c t u r e  o f  t he  d i s t r i b u t i o n  o f  household income and taxes. Also, 
a l l  non-res ident  t a x  r e t u r n s  and a number o f  r e s i d e n t  s i n g l e  re tu rns  f i l e d  
by persons who had been taken as exemptions on t h e i r  p a r e n t ' s  re tu rns  were 
exc l  uded . The 1 a t t e r  p r i m a r i  l y  represented students and o t h e r  youngsters 
l i v i n g  a t  home who had f i l e d  f o r  w i thho ld ing  refunds.- 7/ 
On t h i s  cor rec ted  basis ,  the ad jus ted  gross income repo r ted  on the 
r e s i d e n t  t a x  re tu rns  f i l e d  i n  f i s c a l  year  1975 amounted t o  $10,536 m i l l i o n .  
It represented 76.5 percent  o f  t he  corresponding 1974 s t a t e  personal income 
of $13,675 m i l l i o n  est imated by the  U.S. Department o f  ~ o m m e r c e . ~The 
d i f ference o f  $3 b i l l  i o n  between these two measures i s  p a r t l y  due t o  the 
fac t  t h a t  about f i v e  percent  o f  Colorado households do n o t  f i l e  s t a t e  i n -  
come tax  re tu rns .  However, i t  main ly  r e f l e c t s  conceptual d i f f e r e n c e ~  be- 
tween the  economic and s t a t u t o r y  d e f i n i t i o n s  o f  income. The l a t t e r  (ad- 
j u s t e d  gross income) excludes var ious  forms o f  money income which are  con-
s idered t o  be nontaxable t r a n s f e r  payments such as p u b l i c  we1 fare,  s o c i a l  
s e c u r i t y  payments, unemployment compensation and p o r t i o n s  o f  p r i v a t e  pension 
I / ~ h e s e  re tu rns  accounted f o r  1.37 o f  the  t o t a l  ad ius ted  w o s s  income and 
0.35 percent  o f  t he  t o t a l  normal t a x  l i a b i l i t y .  -see ~ o i o r a d o  S t a t i s t i c s  
o f  Income, 1975, Colorado L e g i s l a t i v e  Counci l ,  Research Pub1 ica t i on  
No. 21 1, November 1975, pp. 4-7. 
8 / ~ .  Department o f  Commerce, Survey o f  Current  Business, August 1975. S  
and re t i rement  income. On the  o t h e r  hand, the economic concept o f  house- 
h o l d  income ( the  Department o f  Commerce personal income measure) inc ludes 
i n  a d d i t i o n  t o  the above money t r a n s f e r  payments sundry forms o f  imputed 
income such as the  est imated r e n t a l  value o f  owner-occupied residences, 
imputed i n t e r e s t  and employer c o n t r i b u t i o n s  t o  pension funds. 
I n  order  t o  ob ta in  an a l t e r n a t i v e  income measure f o r  t a x  burden analy- 
s i s  which more c l o s e l y  corresponds t o  the  conventional concept o f  income, 
an ad jus ted broad income measure was developed f o r  t h e  1972 Colorado Tax 
P r o f i l e  Study. This measure i s  narrower than the  personal income concept 
i n  t h a t  i t  excludes a l l  forms o f  imputed income, b u t  broader than ad jus ted 
gross income s ince i t  inc ludes an est imate of the nontaxable money t rans -  
f e r  payments as w e l l  as t h a t  p a r t  o f  r e a l i z e d  c a p i t a l  gains n o t  repor ted  
on t a x  returns.  On an o v e r a l l  basis, the  t o t a l  adjusted broad income f o r  
Colorado res iden t  taxpayers was est imated t o  be $12,216 m i l l i o n ,  o r  almost 
16 percent  more than the corresponding adjusted gross income f o r  f i s c a l  
year  1975. The l a r g e s t  r e l a t i v e  adjustments requ i red  t o  p lace the  r e s i -  
dent households on a broad income bas is  were f o r  those i n  the  lowest  and 
h ighest  income categories. The former were the  major r e c i p i e n t s  o f  non- 
taxable money t r a n s f e r  income and the  l a t t e r  were the  p r i n c i p a l  b e n e f i c i -  
a r i e s  o f  the  p r e f e r e n t i a l  t reatment  accorded c a p i t a l  gains under the  s t a t e  
income tax.- 91 
Table I 1 1  presents the  t o t a l  d o l l a r  amounts o f  s t a t e  and l o c a l  taxes 
on a res iden t  l i a b i l i t y  bas is  as w e l l  as the  t o t a l  d o l l a r  amounts o f  house- 
h o l d  income i n  terms o f  bo th  ad jus ted gross and ad jus ted broad income f o r  
each o f  the  f i v e  major  income classes. The r e l a t i v e  t a x  burden comparisons, 
i.e., the "cu r ren t  t a x  p r o f i l e s , "  a r e  developed on the  bas is  o f  these t a x  
and income values. 
The percentage d i s t r i b u t i o n s  o f  the  Colorado res iden t  taxpayers, 
household income and s t a t e  and l o c a l  taxes, c l a s s i , f i e d  by the  f i v e  major 
income categories, are shown i n  Table I V  and Chart 11. A comparison o f  
the d i s t r i b u t i o n  o f  the  households and income provides an approximate mea- 
sure o f  the degree o f  income i n e q u a l i t y  i n  the  s ta te .  The r i c h e s t  taxpayers 
/see Appendix B f o r  a desc r ip t i on  o f  t he  d e r i v a t i o n  o f  the  adjusted broad 
income measure. 
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TABLE I V .  PERCENTAGE DISTRIBUTION OF COLORADO RESIDENT TAXPAYERS, 

INCOME AND MAJOR TAXES, CLASSIFIED BY ADJUSTED GROSS INCOME, 

FISCAL YEAR 1975 
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Number o f  Resi dent Taxpayers 26.4 25.6 20.5 20.5 7.0 100.0 
Taxpayers Income: 
Adjusted Gross Income 
Adjusted Broad Income 
N 
0 
Di r e c t  Taxes on Househol ds : 
State Taxes 
Ind iv idua l  Income 
Sales and Use 
Highway User 
Cigarette 
A1 coho1 ic Beverage 
Total 
Local Taxes 
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Sales and Use 
Cigarette 
Total 
Total D i rec t  Taxes 
I n d i r e c t  Taxes on Households: 
State Business Taxes 
Local Business Taxes 
Total I n d i r e c t  Taxes 
Total State and Local Taxes: 
State' Taxes (D i rec t  & I n d i r e c t )  
Local Taxes (D i rec t  & I n d i r e c t )  
Total State-Local Taxes 
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CHART II. DISTRIBUTION O F  ADJUSTED GROSS INCOME AND STATE AND LOCAL TAXES 

ON COLORADO RESIDENT TAXPAYERS, F I S C A L  YEAR 1975 

UNDER $5,000 $10,000 $15,000 $25,000 
$5,000 TO $10,000 TO $15,000 TO $25,000 AND OVER 
ADJUSTED GROSS INCOME CLASSES 
i n  t h e  s ta te ,  those comprising the  top  st ratum w i t h  ad jus ted gross incomes 
o f  $25,000 o r  more, represented on ly  seven percent  of the households b u t  
accounted f o r  about 24 percent  of t h e  t o t a l  repor ted  income; whereas the  
poorest  households, those i n  t h e  lowest  s t ratum w i t h  ad jus ted gross incomes 
o f  $5,000 o r  less ,  represented 26 percent  o f  a l l  households b u t  accounted 
fo r  on l y  about s i x  percent  of the  ad jus ted gross income and s l i g h t l y  l e s s  
than 10 percent  of t he  ad jus ted broad income. 
With regard t o  the  a l l o c a t i o n  of t h e  o v e r a l l  s t a t e  t a x  burden (com- 
b ined d i r e c t  and i n d i r e c t  taxes) ,  i t  appears t h a t  f o r  a l l  major income 
classes except the  lowest  the  respec t i ve  shares o f  t he  s t a t e  t a x  p a r a l l e l e d  
the  d i s t r i b u t i o n  o f  ad jus ted gross income. I n  rounded percentages, the  
h ighest  income category ($25,000 and over )  accounted f o r  24 percent  o f  
both the  t o t a l  income and t o t a l  s t a t e  taxes; t h e  n e x t  h ighes t  s t ra tum 
($15,000 t o  $25,000) accounted fo r  33 percent  of t he  adjusted gross i n -  
come and 31 percent  of the  tax;  the  middle-income group ($10,000 t o  $15,000) 
accounted f o r  21 percent  of both the  t o t a l  income and tax; and the  f o u r t h  
category ($5,000 t o  $10,000) accounted f o r  16 percent  of both the  ad jus ted 
gross income and t o t a l  s t a t e  tax. Only the  lowest  income category (under 
$5,000) had a tax  share markedly l a r g e r  than i t s  ad jus ted gross income --
n ine  percent  compared w i t h  s i x  percent.  
The ad jus ted gross income measure, as noted, s i g n i f i c a n t l y  under- 
s ta tes  the  t o t a l  money income a c t u a l l y  received by households. When the  
comparisons are  made on the  bas is  of ad jus ted broad income, the  share of 
the  t o t a l  s t a t e  t a x  burden borne by the  poorest  households a c t u a l l y  was 
s l i g h t l y  l ess  than t h e i r  respect ive  income share -- n ine  percent  of t he  
tax  compared w i t h  10 percent  o f  the  income; whereas f o r  t he  households i n  
the  h ighest  s t ratum t h e i r  s t a t e  tax  was s l i g h t l y  more than t h e i r  income 
share -- 24 percent  o f  the  t a x  and 23 percent  o f  the  broad income. On t h i s  
basis, the  d i s t r i b u t i o n  of the t o t a l  s t a t e  t a x  burden proved t o  be p r a c t i -  
c a l l y  the same as the  d i s t r i b u t i o n  of income among the  f i v e  major income 
categor ies f o r  f i s c a l  year 1975. The o r i g i n a l  CTPS r e p o r t  showed a s i m i l a r  
p a t t e r n  o f  p r o p o r t i o n a l i t y  f o r  f i s c a l  year  1972. It appears t h a t  desp i te  
the marked s h i f t  o f  taxpayers i n t o  h igher  income brackets and the increased 
consumption expenditures of the  pas t  th ree years, t he  o v e r a l l  s t a t e  t a x  
s t r u c t u r e  has n o t  become s i g n i f i c a n t l y  more progressive o r  regressive.  
The p ropor t i ona l  it y  achieved i n  the  d i s t r i b u t i o n  o f  the o v e r a l l  s t a t e  
tax  burden r e f l e c t s  a ba l a n c i n g  of the  s t a t e ' s  major taxes s ince s i m i l a r  
r e l a t i v e  d i s t r i b u t i o n s  do n o t  h o l d  f o r  any o f  the s p e c i f i c  taxes. As noted 
i n  the  1975 Colorado S t a t i s t i c s  o f  Income repor t ,  the  s t a t e  i n d i v i d u a l  i n -  
come tax  cont inues t o  be h i g h l y  progressive. Taxpayers i n  the  two lowest 
income categories, those w i t h  incomes o f  l ess  than $10,000 and represent ing 
more than one-half o f  the households, accounted f o r  about 27 percent o f  the 
ad jus ted broad income and on ly  13 percent  o f  the income t a x  l i a b i l i t y .  A t  
the  o t h e r  end o f  the  income spectrum, taxpayers i n  t h e  two top categories, 
w i t h  incomes o f  $15,000 o r  more and comprising about one-four th o f  the  
households, accounted f o r  53 percent o f  the broad income bu t  almost 70 
percent  o f  t he  t o t a l  s t a t e  income tax  1 i a b i l i t y . w  And the  d i s t r i b u t i o n  
o f  the federal  income t a x  p a i d  by Colorado taxpayers, c l a s s i f i e d  on the  
same income basis, t u rns  ou t  t o  be s i m i l a r  t o  the  s t a t e  income tax  d i s t r i -  
bu t ion  -- f o r  those w i t h  incomes o f  l ess  than $10,000 t h e i r  federa l  tax  
share a1 so was 13 percent,  whereas f o r  those w i t h  incomes o f  $15,000 o r  
more t h e i r  share o f  the  federal t a x  was 71 percent.  Stated more general ly ,  
about one-four th o f  t he  households, those w i t h  the  h ighest  incomes (two 
upper s t r a t a ) ,  accounted f o r  about one-hal f  o f  t he  income (regardless of 
which income measure i s  used) bu t  more than two- th i rds  o f  the t o t a l  income 
t a x  ( s t a t e  and federa l  ). 
The d i s t r i b u t i o n  pa t te rns  o f  a l l  t he  o the r  s t a t e  taxes proved t o  be -
essen t ia l l y  regress ive  -- t h a t  i s  t h e  tax  share r e l a t i v e  t o  income was 
greates t  f o r  the  lowest  income group and smal les t  f o r  those w i t h  the h igh-  
e s t  incomes. For example, the  lowest  income group's share o f  the s ta te  
r e t a i l  sales tax  (ne t  o f  the $7 food t a x  c r e d i t )  was approximately twice 
as great  as i t s  share o f  ad jus ted gross income. And a s i m i l a r  r e l a t i o n -  
sh ip  holds i n  the  case o f  the  consumer exc ise  and i n d i r e c t  s t a t e  business 
taxes. Thus, the magni tude and progress i  v i  t y  o f  the  Colorado s t a t e  income 
t a x  o f f s e t s  the  r e g r e s s i v i t y  o f  a l l  the  o the r  s t a t e  taxes r e s u l t i n g  i n  an 
o v e r a l l  s t a t e  t a x  s t r u c t u r e  whl ch i s  e s s e n t i a l l y  p ropor t i ona l .  
WAd e t a i l e d  ana lys i s  o f  the  1974 Colorado i n d i v i d u a l  income tax  re turns  
f i l e d  i n  f i s c a l  year  1975, c l a s s i f i e d  on the  bas is  o f  n ine  adjusted 
gross income categor ies ranging from "under $3,000" t o  "$100,000 and 
over", i s  presented i n  the Colorado S t a t i s t i c s  o f  Income, 1975, Colo-
rado L e g i s l a t i v e  Council, Research Pub l i ca t i on  No. 21 1 , November 1975. 
With regard  t o  the  a l l o c a t i o n  of  the l o c a l  t a x  burden, t h e  da ta  in-
d i ca te  t h a t  a l l  of t he  major l o c a l  taxes ( d i r e c t  and i n d i r e c t )  work o u t  
t o  be h i g h l y  regressive.  For taxpayers i n  t he  "under $5,000" income s t r a -  
tum, t h e i r  share of the  r e s i d e n t i a l  p rope r t y  tax, expendi ture taxes and 
i n d i r e c t  business taxes i n  every ins tance was more than tw ice  as l a rge  as 
t h e i r  share of  ad jus ted  gross income. I n  cont ras t ,  the  share o f  the l o c a l  
t ax  burden borne by households i n  the  h ighes t  income s t ra tum i n  every i n -  
stance was s i g n i f i c a n t l y  below t h e i r  respect ive  income share. This  over- 
a l l  r e g r e s s i v i t y  o f  the l o c a l  t a x  s t r u c t u r e  must be a t t r i b u t e d  p r i m a r i l y  
t o  the  magnitude and r e g r e s s i v i t y  o f  t he  l o c a l  p rope r t y  tax.  
Table V shows the  average d o l l a r  income and taxes o f  Colorado r e s i -  
dent taxpayers c l a s s i f i e d  by the  f i v e  major income categor ies.  I n  f i s c a l  
year  1975 t h e  average r e s i d e n t  taxpayer w i t h  an income o f  $11,902 ( o r  
$13,800 on a broad income bas i s )  had a combined s t a t e - l o c a l  t a x  l i a b i l i t y  
o f  $1,739. Th is  was o n l y  about s i x  percent  more than the  average federal 
income t a x  p a i d  by Colorado res iden ts  f o r  t he  same year.  A l l  s t a t e  taxes 
( d i r e c t  and i n d i r e c t )  averaged $846 per  r e s i d e n t  household and as such was 
f i v e  percent  l e s s  than the  average l o c a l  t a x  burden of $893. Average t o -  
t a l  s t a t e  taxes ranged from $273 f o r  taxpayers i n  t he  lowest  income s t r a -  
tum t o  $2,874 f o r  those a t  t he  o t h e r  end of t he  scale.  On the  o t h e r  hand, 
the  average l o c a l  t a x  b i l l  was r e l a t i v e l y  h i g h e r  f o r  t h e  poor and r e l a -  
t i v e l y  lower f o r  the  r i c h ,  ranging from $418 f o r  those i n  t h e  lowest  income 
category t o  $2,013 f o r  those i n  the  h ighes t .  
The average d o l l a r  t a x  p e r  r e s i d e n t  household i n  every instance rose 
d i r e c t l y ,  b u t  n o t  p ropo r t i ona te l y ,  w i t h  the  increases i n  income. Among 
the  s p e c i f i c  d i r e c t  taxes the  r e s i d e n t i a l  p rope r t y  t a x  ranked f i r s t  w i t h  
an average o f  $339, and a range from $159 f o r  t h e  lowest  t o  $752 f o r  t he  
h ighest .  The i n d i v i d u a l  income t a x  ranked n e x t  w i t h  an average o f  $290, 
bu t  w i t h  a much w ider  range -- f rom $26 t o  $1,500. The s t a t e  sales t a x  
on r e s i d e n t  households averaged o n l y  $186, and t h e  low and h igh  averages 
by income groups were $84 and $410. 
The variances i n  these r e l a t i o n s h i p s  can be r e a d i l y  compared by ex- 
p ress ing  as r a t i o s  the  average income o r  t a x  o f  households i n  the h ighes t  
income group t o  t h a t  of those i n  t he  lowest.  On t h i s  basis,  t he  average 
ad jus ted  gross income of  the  t o p  s t ra tum was $41,172 o r  almost 16 t imes 
TABLE V. AVERAGE INCOME AND TAXES FOR COLORADO RESIDENT TAXPAYERS, 
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Addendum: 
Federal Ind iv idua l  Income Taxes 
l a r g e r  than the  $2,596 average f o r  the  lowest.  On an average ad jus ted 
broad income basis i t  was o n l y  about n ine  t imes l a r g e r .  The s l i g h t  pro- 
g r e s s i v i t y  o f  the o v e r a l l  s t a t e  t a x  s t r u c t u r e  i s  revealed by the f a c t  t h a t  
i n  comparison t o  the  income r a t i o  the average t o t a l  s t a t e  t a x  ( d i r e c t  and 
i n d i r e c t )  f o r  the top  income c lass  was almost 11 times l a r g e r  than t h a t  o f  
households i n  the  lowest  category, and f o r  a l l  d i r e c t  s t a t e  taxes the  r a t i o  
was even g rea te r  -- about 13 t o  1. More s t r i k i n g l y ,  the  average s t a t e  i n -  
come tax  l i a b i l i t y  o f  $1,500 f o r  taxpayers w i t h  incomes of $25,000 and over 
was 58 t imes l a r g e r  than the  $26 average income t a x  f o r  those w i t h  incomes 
o f  l ess  than $5,000.- 11' The r e g r e s s i v i t y  of the l o c a l  t ax  s t r u c t u r e  i s  
revealed by a r a t i o  of l e s s  than 5 t o  1 f o r  both the average t o t a l  and 
average d i r e c t  l o c a l  t a x  burdens. 
As i n d i c a t e d  by the  preceding analys is ,  the  degree o f  r e g r e s s i v i t y  o r  
p r o g r e s s i v i t y  o f  the  t a x  s t r u c t u r e  as a whole o r  o f  any p a r t i c u l a r  t a x  i s  
dependent upon the income concept used as a measure of the taxpayer 's  " a b i l -
i t y - to -pay. "  Table V I  shows the  r e l a t i v e  t a x  burdens when the  s t a t e  and 
l o c a l  l e v i e s  are  expressed as percentages o f  adjusted gross income. 
Table V I I  presents the  same tax  data i n  terms o f  adjusted broad income. 
Again, i t  should be noted t h a t  on e i t h e r  basis the Colorado combined s ta te -  
l o c a l  t ax  s t r u c t u r e  proved t o  be regressive.  
More s p e c i f i c a l l y ,  as shown i n  Table V I  and Chart 111, the  o v e r a l l  
s ta te - loca l  burden when based on ad jus ted gross income was 26.7 percent  
f o r  taxpayers r e p o r t i n g  incomes of l e s s  than $5,000 compared w i t h  11.9 per-
cent  f o r  those w i t h  incomes of $25,000 o r  more. I n  o the r  words, the  com- 
b ined t a x  burden on the poor was more than tw ice  as heavy as on the  r i c h .  
However, t h i s  o v e r a l l  r e g r e s s i v i  t y  must be a t t r i b u t e d  p r i m a r i l y  t o  the  
l o c a l  t a x  po r t i on ,  and p a r t i c u l a r l y  t o  the  r e s i d e n t i a l  p roper ty  tax. The 
l o c a l  tax burden f o r  the  lowest  income stratum was th ree times l a r g e r  than 
t h a t  f o r  the  h ighest  -- 16.1 percent  compared w i t h  4.9 percent.  And i n  the  
case o f  the r e s i d e n t i a l  p roper ty  t a x  the d i s p a r i t y  between the r e l a t i v e  bur- 
dens of the lowest  and the  h ighest  income classes was even greater ,  s ince 
t h e  correspondi ng percentages were 6.1 percent  and 1.8 percent  respec t i ve l y .  
f i '~he r e l a t i v e l y  small average income t a x  fo r  t h i s  category p a r t l y  re-
f l e c t s  the fac t  t h a t  about one- th i rd  of the  tax  re tu rns  i n  t h i s  s t ra tum 
were nontaxable. 
TABLE V I  . RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 

TAXES EXPRESSED AS PERCENT OF ADJUSTED GROSS INCOME 

FISCAL YEAR 1975 

Adjusted Gross Income Classes Total 
Under 1 $5,000 $10,000 $15,000 $25,000 Resident 
$5,000.' t o  $10,000 t o  $15,000 t o  $25,000 and Over Taxpayers 
D i rec t  Taxes on Households : 
State Taxes 

Ind iv idua l  Income 



















Total Direct  Taxes 
I n d i r e c t  Taxes on Households: 
State Business Taxes 
Local Business Taxes 
Total I nd i rec t  Taxes 
Total State and Local Taxes: 
State Taxes (Direct  & I nd i rec t )  
Local Taxes (D i rec t  & I nd i rec t )  
Total State-Local Taxes 
Addendum: 
Federal Indiv idual  Income Taxes 
CHART m. RELATIVE BURDEN OF DIRECT STATE AND LOCAL TAXES ON COLORADO 
TAXPAYERS EXPRESSED AS P E R C E N T  O F  ADJUSTED GROSS I N C O M E ,  
FISCAL YEAR 1975 
UNDER $5,000 $lO,OOO $15,000 $25,000 
$5,000 TO $10,000 TO $15,000 TO $25,000 AND OVER 
On the s t a t e  l e v e l ,  as noted, the  marked r e g r e s s i v i t y  o f  a l l  o f  the 
d i r e c t  consumer expendi ture taxes -- r e t a i l  sales, highway user, c i g a r e t t e  
and a lcohol  i c  beverages l e v i e s  -- was o f f s e t  by the  p r o g r e s s i v i t y  o f  the  
s t a t e  i n d i v i d u a l  income tax. The combined consumer expenditure taxes f e l l  
successively through the income c l  asses from 5.1 percent  f o r  the lowest i n -  
come group t o  1.5 percent  f o r  the  h ighest .  However, the  s t a t e  income tax  
rose successively from 1.0 percent  f o r  households w i t h  l ess  than $5,000 
of ad jus ted gross income t o  3.6 percent  f o r  those w i t h  incomes o f  $25,000 
o r  more. The n e t  e f f e c t  was t h a t  t he  t o t a l  d i r e c t  s t a t e  tax  burden on the  
ad jus ted j r o s s  income bas is  was s l i g h t l y  regressive,  f a l l i n g  from 6.1 t o  
4.8 percent  through the  f i r s t  th ree income classes and then r i s i n g  t o  5.1 
percent  f o r  the  top  stratum. But the  adjusted gross income measure s i g n i -  
f i c a n t l y  understates the  money income rece ived by households i n  the lowest 
c lass  and the re fo re  an ana lys i s  on t h i s  bas is  overstates t h e i r  tax  burden 
r e l a t i v e  t o  t h a t  of o the r  taxpayers. 
I n  cont ras t ,  when the  tax  burdens are expressed i n  terms o f  adjusted 
broad income, as shown i n  Table V I I  and Chart I V ,  the  o v e r a l l  s t a t e  t a x  
s t r u c t u r e  a c t u a l l y  works o u t  t o  be progressive and the  r e g r e s s i v i t y  o f  the 
l o c a l  t ax  s t r u c t u r e  i s  s i g n i f i c a n t l y  reduced. On t h i s  bas is  the  r e l a t i v e  
burden o f  l o c a l  taxes ( d i r e c t  and i n d i r e c t )  ranged from 8.1 percent f o r  the 
lowest income group t o  4.4 percent  f o r  the h ighest ,  whereas when the  ad- 
j us ted  gross income measure was used, the l o c a l  t a x  burden on the  poor was 
more than th ree t imes l a r g e r  than the  burden on the  r i c h .  
The progressi  v i  t y  o f  t he  o v e r a l l  s t a t e  t a x  s t r u c t u r e  (combined d i  r e c t  
and i n d i r e c t )  on an ad jus ted broad income bas is  i s  revealed by the  fac t  
t h a t  the r e l a t i v e  burdens successively increased from 5.3 percent f o r  t ax -
payers i n  the  lowest  income stratum t o  6.1 percent  f o r  those i n  the  h ighest .  
With regard t o  the d i r e c t  t ax  p o r t i o n  -- the s t a t e  income and consumer ex- 
pend i tu re  taxes -- the p rog ress i v i  t y  was even greater .  The r e l a t i v e  bur -  
dens ranged from 3.1 percent  f o r  the  poorest  households t o  4.6 percent f o r  
those i n  the  top  income c lass.  As a l ready ind ica ted,  t h i s  p a t t e r n  i s  essen- 
t i a l l y  due t o  the  f a c t  t h a t  the r e g r e s s i v i t y  o f  the  s t a t e  sales tax  and 
consumer excises i s  more than o f f s e t  by the  magni tude and p rog ress i v i  t y  of 
the  s t a t e  income tax .  The r e l a t i v e  burden o f  the income t a x  rose f r o m  a 
TABLE V I I .  RELATIVE BURDEN OF MAJOR TAXES ON COLORADO RESIDENT TAXPAYERS, 

TAXES EXPRESSED AS PERCENT OF ADJUSTED BROAD INCOME, 

FISCAL YEAR 1975 

Adjusted Gross Income Classes Total  
Under $5,000 $10,000 $15,000 $25,000 Resident 
$5,000 t o  $10,000 t o  $15,000 t o  $25,000 and Over Taxpayers 
Di r e c t  Taxes on Households: 
State Taxes 

I nd i v i dua l  Income 







A1 coho1 ic Beverage 

Total  
g Local Taxes 
Resi den t i  a1 Property 
Sales and Use 
Cigaret te 
Total 
Tota l  D i rec t  Taxes 
I nd i~ tc Taxes on Households: 

State Business Taxes 

Local Business Taxes 4.03 -3.65 -3.49 3.23 2.25 

Total I n d i r e c t  Taxes 6.25 5.65 5.38 5.00 3.95 
Total  State and Local Taxes: 

State Taxes Y Di r e c t  & I n d i r e c t  

Local Taxes ( ~ i r e c t  8 1nd i rec t j  8.11 7.92 . 7.08 6.31 4.41 

Total S tate-Local Taxes -13.41 -13.89 -13.33 -12.59 -10.71 
Addendum: 

Federal I nd i v i dua l  Income Taxes 2.27 7.65 9.76 12.40 20.12 

C H A R T  IP. 	R E L A T I V E  BURDEN OF DIRECT S T A T E  AND L O C A L  TAXES ON COLORADO 
TAXPAYERS E X P R E S S E D  A S  P E R C E N T  OF ADJUSTED BROAD INCOME, 
F ISCAL YEAR 1975 
TOTAL DIRECT STATE AND LOCAL 
UNDER $5,000 $10,000 $15,000 $25,000 
$5,000 TO $10,000 TO $15,000 TO $25,000 AND OVER 
low o f  0.5 percent  f o r  households w i t h  repor ted  incomes o f  l ess  than $5,000 
t o  a h i g h  of 3.3 percent  f o r  those w i t h  repor ted  incomes o f  $25,000 o r  more. 
I n  order  t o  sumnarize the  degree o f  p r o g r e s s i v i t y  o r  r e g r e s s i v i t y  o f  
each o f  the  taxes, t he  r e l a t i v e  t a x  burden imposed on the  lowest  income 
group can be expressed as a r a t i o  o f  the r e l a t i v e  burden on the  h ighest ,  
ca l cu la ted  i n  terms o f  both the  ad jus ted gross and adjusted broad income 
measures. This index o f  p rog ress i v i  t y / reg ress i  v i  t y  was f i r s t  developed 
f o r  the 1972 Colorado Tax P r o f i l e  Study. I f  the r a t i o  o r  index number i s  
equal t o  1 .O, t he  t a x  should be considered p ropor t i ona l  ; i f  less  than 1.0, 
t he  tax  i s  progressive; and i f  more than 1 .O, regressive.  The index values 
f o r  each o f  Colorado's major  s t a t e  and l o c a l  taxes, as w e l l  as f o r  the fed- 
e r a l  income t a x  p a i d  by  Colorado taxpayers, f o r  the f i s c a l  years 1972 and 
1975 are compared i n  the  f o l l o w i n g  t a b u l a t i o n :  
CTPS Progressi v i  t y  Index 
Tax Burden Rat ios o f  Lowest 






Federal Income Tax .19 .20 
Sta te  Taxes: 
I n d i  v i  dual Income 
Sales and Use ( D i r e c t )  
Highway User (D i rec t )  
C igare t te  
A1 coho1 ic Beverages 
Tota l  
Tota l  
D i r e c t  
I n d i r e c t  
Tota l  S ta te  Taxes 
Local Taxes: 
Res ident ia l  Property 
Sales and Use ( D i r e c t )  
C i  ga re t te  
Tota l  D i r e c t  
Tota l  I n d i r e c t  
Tota l  Local Taxes 
Tota l  State-Local Taxes 
For example, the 1975 CTPS progressivity index for the state income 
tax when measured in terms of broad income was .15 compared to an index 
number of only .11 for the federal income tax paid by Colorado resident 
taxpayers. Stated di fferently, Colorado taxpayers in the highest income 
stratum had a relative s ta te  income tax burden which on the average was 
6.6 times larger than the corresponding burden on households in the lowest 
stratum. On a comparable basis, the relative tax burden of the highly pro- 
gressive federal income tax for Colorado taxpayers in the top income class 
was 8.9 times larger than that of those in the lowest income class. By 
this  standard the Colorado individual income tax was about three-fourths 
as progressive as the federal income tax. 
Finally, i t  i s  interesting to note that when the CTPS progressivi ty 
index i s  based on adjusted broad income the overall s ta te  tax structure 
works out to be more progressive in fiscal year 1975 than in 1972, and 
correspondingly the local tax structure proves t o  be less regressive. 
Paridoxically, the opposite results are obtained when the index i s  calcu- 
lated in terms of adjusted gross income -- the current state tax structure 
then appears to be less progressive, and the local tax structure more re-
gressive. In neither case can these shif ts  be attributed to any major 
change or revision in s ta te  or local tax provisions. Rather i t  simply 
reflects the fact that during the three year period between fiscal years 
1972 and 1975 the growth in Colorado transfer payments (which are included 
in the adjusted broad income measure) has been almost 30 percent greater 
than the comparable growth in the adjusted gross income reported on state 
tax returns.-- 12/ 





METHODOLOGY USED FOR APPORTIONMENT OF STATE AND LOCAL TAXES 
BETWEEN HOUSEHOLDS AND BUSINESS 
The s t a t e  and l o c a l  t a x  l i a b i l i t i e s  o f  Colorado r e s i d e n t  taxpayers 
f o r  f i s c a l  yea r  1975 used as the  bas i s  f o r  t he  present  Colorado Tax Pro- 
f i l e  Study were developed from o r i g i n a l  da ta  ob ta ined from a v a r i e t y  of 
sources. The s t a t e  and fede ra l  i n d i v i d u a l  income t a x  data f o r  Colorado 
households were de r i ved  from a s t r a t i f i e d  random sample o f  about 17,700 
s t a t e  t a x  r e t u r n s  f i l e d  du r i ng  the  f i r s t  s i x  months o f  1975. A d e t a i l e d  
d e s c r i p t i o n  o f  t he  sampling methodology and s t a t i s t i c a l  r e l i a b i l i t y  o f  the  
income t a x  data are p rov ided i n  Appendix B o f  t h e  Colorado S t a t i s t i c s  o f  
Income, 1975, t he  companion r e p o r t  o f  t h i s  study.ll S ta te  and l o c a l  reve-
nue data on a c o l l e c t i o n  bas is  were ob ta ined f rom the  Colorado S ta te  De- 
partment o f  Revenue, D i v i s i o n  o f  Accounts and Contro l ,  D i v i s i o n  o f  Prop- 
e r t y  Taxat ion, Department of Local A f f a i r s  and the C i t y  o f  Denver's F i -  
nance O f f i c e .  These da ta  are summarized f o r  f i s c a l  years 1972 through 
1975 and presented i n  Table A-1. I n  o rde r  t o  p u t  t he  data on a r e s i d e n t  
1 i a b i l  it y  basis ,  the  o f f i c i a l l y  r e p o r t e d  c o l l e c t i o n s  and revenues were ad- 
j u s t e d  f o r  t h e  i n c l  us ion  o f  sundry nontax revenues, nonal 1 ocable taxes, 
and Colorado s t a t e  and l o c a l  taxes p a i d  by non-res ident  taxpayers, as w e l l  
as f o r  the exc lus ion  o f  vendor d iscounts  p a i d  on r e t a i l  sa les,  c i g a r e t t e  
and motor fue l  t a x  c o l l e c t i o n s .  The income t a x  data a l s o  were ad jus ted  
f o r  t he  var iance between t a x  c o l l e c t i o n s  and t a x  l i a b i l i t i e s .  A summary 
of the  s t a t e  and l o c a l  taxes as ad jus ted  f o r  t h i s  s tudy i s  presented i n  
Table A-2. 
Adjustment and C l a s s i f i c a t i o n  o f  S t a t e  Taxes 
The adjustments made i n  s t a t e  taxes f o r  f i s c a l  years 1972-1975 and 
the  a l l o c a t i o n  of t he  ad jus ted  taxes between those l e v i e d  on households 
( d i r e c t  taxes)  and those l e v i e d  on business ( i n d i r e c t  taxes)  are pre-  
sented i n  Table A-3. The base f i g u r e s  f o r  "Reported Net Tax Co l l ec t i ons "  
L' Colorado S t a t i s t i c s  o f  Income, 1975, Colorado L e g i s l a t i v e  Counci 1, Re-
search p u b l i c a t i o n  No. 211, November 1975. 
TABLE A-1. SUMMARY OF COLORADO STATE AND LOCAL TAXES 
AS REPORTED BY STATE AGENCIES, 
FISCAL YEARS 1972-1975 
1972 1973 1974 1975 
( D o l l a r  amounts i n  m i l l i o n s )  
S ta te  Taxes- aI 
Income Taxes 
Sales and Use Taxes 
Highway User Taxes 
Insurance Taxes 
C iga re t te  Taxes 
A1 coho1 ic Beverage Taxes 
Severance Taxes 
Other Reg. and Business Taxes 
Tota l  S ta te  Taxes 
Local Taxes !?/ 
Property  Taxes 
Sales and Use Taxes 
C i  ga re t  t e  Taxes 
Denver Occupation Tax 
Other Reg. and Business Taxes 
Tota l  Local Taxes 
Tota l  S ta te  and Local Taxes 
Property  Taxes 
Sales and Use Taxes 
Income Taxes 
Highway User Taxes 
Other Excise Taxes 
Regul a to ry  and Business Taxes 
Tota l  S ta te  and Local Taxes 
$AS repor ted  by  Colorado Department o f  Revenue and the  D i v i s i o n  o f  Accounts 
and Contro l  . 
k l ~ ~  Department o f  repor ted  by the  S ta te  D i v i s i o n  o f  Proper ty  Taxation, 
Local A f f a i r s ,  and City o f  Denver Finance O f f i c e .  
TABLE A-2. SUMMARY OF COLORADO STATE AND LOCAL TAXES 

AS ADJUSTED FOR COLORADO TAX PROFILE STUDY, 

FISCAL YEARS 1972-1 975 

-
1972 1973 1974 1975 
( D o l l a r  amounts i n  m i l l i o n s )  
S ta te  Taxes 
Income Taxes- a/ 
Sales and Use Taxes 
Highway User Taxes 
Insurance Taxes 
C iga re t te  Taxes 
A1 coho1 ic Beverage Taxes 
Severance Taxes 
Other  Reg. and Business Taxes 
To ta l  S ta te  Taxes 
Local Taxes 
P rope r t y  Taxes 
Sales and Use Taxes 
C i  gare t t e  Tax 
Denver Occupation Tax- b/ 
Other Reg. and Business Taxes 
Tota l  Local Taxes 
Tota l  S t a t e  and Local Taxes 
Proper ty  Taxes 
Sales and Use Taxes 
Income Taxes 
Highway User Taxes 
Other Excise Taxes 
Regulatory and Business Taxes 
Tota l  S t a t e  and Local Taxes 
U I n c l  udes sur tax .  
L l ~ o r t i o n  o f  Denver Occupation Tax p a i d  by business. 
TABLE A-3. SUMMARY O F  COLORADO STATE TAXES 

ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESS 

FISCAL YEARS 1972-1975 

1972 1973 1974 1975 
(Dollar amounts in millions) 
Reported Net Tax Col 1ections 
Adjustments 
Nontax revenues 
Excess of income tax collections 
over liabi l i  ties 
Non-resident tax collections 
Vendors discounts on sales and 
excise taxes 
Total Adjustments 
Total State Taxes 
Taxes on Resi dent Households 
Indi vi dual Incorned 
Sales and Us 
Hi ghway User- t/ 
Cigarette 
A1 coho1i c Beverage 
Total Household 
Taxes on Business 
Corporate Income- c/ 
Sales and UsaHighway user_/ 
Insurance 
Severance 
Other Reg. e/and Business Taxes- 
Total Business 
gllncl udes surtax. 
L11ncludes a1 located portion of fuel taxes, motor vehicle licenses and 
operator's fees, and safety inspections and other motor vehicle fees. 
g1ncl udes fiduciaries. 
addition t o  allocated portion of highway user taxes listed above, 
includes special fuel and gross ton mile taxes. 
d1ncludes insurance, franchise, severance, and al l  other regulatory business 
taxes. 
1 
are exc lus ive  o f  nonal locable s t a t e  i nhe r i t ance  and g i f t  taxes, hunt ing  
and f i s h i n g  l i cense  fees and par imutuel  b e t t i n g  taxes. The amounts ex- 
cluded were as fo l lows:  a 
D o l l a r  Amounts i n  M i l l i o n s  
1972 1973 1974 1975 ---- 
Inher i tance and g i f t  taxes $16.3 $17.7 $22.6 $18.7 
Hunting and f i s h i n g  l i cense  fees 8.0 8.1 11.2 11.1 
Parimutuel b e t t i n g  taxes 5.1 5.3 6.0 6.4 ---- 
Total Excl usions $29.4 $31.1 $39.8 $36.2 
A l l  o the r  nonal locable and/or nontax revenues were t r e a t e d  as ad jus t -  
ments t o  the  repor ted  n e t  c o l l e c t i o n s .  These i tems represented sales t a x  
assessments, penal t i e s  and i n t e r e s t ,  a u d i t  de f i c ienc ies ,  and sales and mo- 
t o r  veh ic le  taxes c o l l e c t e d  by the  Revenue Department f o r  l o c a l  j u r i s d i c -  
t ions .  The foregoing adjustments i n  f i s c a l  year 1975 amounted t o  $16.3 
m i l l i o n ,  o r  about two percent  o f  t o t a l  o f  s t a t e  n e t  co l l ec t i ons .  
I n  an expanding economy, income t a x  c o l l e c t i o n s  f o r  any given f i s c a l  
year w i l l  exceed the  ac tua l  income t a x  l i a b i l i t y  i ncu r red  on the previous 
yea r ' s  income because o f  tax  w i thho ld ing  and dec la ra t i on  o f  est imated taxes 
based on c u r r e n t  year  income. For example, f o r  f i s c a l  year  1975 the  Reve- 
nue Department repor ted  n e t  income t a x  co l  l e c t i o n s  ( i n d i v i d u a l ,  corporate 
and f i d u c i a r y )  o f  $329.9 m i l l i o n  and n e t  income t a x  l i a b i l i t i e s  o f  $311.2 
m i l l i o n ,  an excess o f  c o l l e c t i o n s  over l i a b i l i t i e s  o f  $18.7 m i l l i o n .  Dur-' 
i n g  t h i s  per iod,  the  repor ted  i n d i v i d u a l  income tax  l i a b i l i t y ,  i n c l u s i v e  o f  
sur tax,  amounted t o  $259.6 m i l l i o n .  On a  comparable basis,  the  CTPS inde- 
pendent est imate o f  the i n d i v i d u a l  income t a x  l i a b i l i t y  was $257.2 m i l l i o n  
o r  $2.4 m i l  l i o n  l ess  than the  Revenue Department est imate.  Combined these 
adjustments amounted t o  $21.1 m i l l i o n  o r  almost th ree percent  o f  t he  re-  
por ted  s t a t e  c o l l e c t i o n s .  
Non-resident s t a t e  taxes were est imated t o  have increased from $27.2 
m i l l i o n  i n  1972 t o  $31.2 m i l l i o n  i n  1975. However, as a  percentage of r e -
po r ted  t o t a l  s t a t e  t a x  c o l l e c t i o n s  they show a  gradual dec l ine  from f i v e  
t o  f o u r  percent  f o r  the th ree year  per iod .  The est imates, by major tax  
source, f o r  each o f  these years were as f o l l o w s  : 
D o l l a r  Amounts i n  M i l l i o n s  
Non-Resi dent Taxes 1972 1973 1974 1975 
I n d i v i d u a l  income $ 1.0 $ 1.3 $ 1.7 $ 2.2 
R e t a i l  sales 15.0 14.5 15.0 16.5 
Motor f u e l  taxes 7.9 10.4 9.4 9.4 
C iga re t te  taxes 1.7 1.5 1.4 1.2 
A1 coho1 ic beverage taxes 1.6 1.7 1.8 1.9 
To ta l s  $27.2 $29.4 $29.3 $31.2 
The non-resident i n d i v i d u a l  income t a x  was der ived from the CTPS i n -  
come tax  analys is .  The non-resident sales t a x  est imate was based on tou r -  
i s t  and rec rea t iona l  spending in fo rmat ion  provided by the  Travel Marketing 
Sect ion o f  the Colorado D i v i s i o n  of Comnerce and Development and the  Colo- 
rado V i s i t o r s  Bureau. The r a t i o  o f  non-resident sales t a x  c o l l e c t i o n s  t o  
t o t a l  n e t  sales tax  c o l l e c t i o n s  d i r e c t l y  a l l o c a t e d  t o  households was used 
as the  basis f o r  es t ima t ing  exc ise  taxes on motor fue l ,  c i g a r e t t e s  and a l -  
cohol ic beverages purchased by nan-resi dents i n  Cal arado. 
The f i n a l  adjustment made f o r  purposes o f  res iden t  tax  burden ana lys is  
was the  i n c l u s i o n  o f  vendor discounts on sales, motor f u e l  and c i g a r e t t e  
taxes re ta ined  by merchants as compensation f o r  t h e i r  costs o f  t ax  c o l l e c -  
t i o n .  A1 though n o t  inc luded i n  e i t h e r  t h e  gross o r  n e t  taxes reported by 
the Department o f  Revenue, these discounts const i t u t e  p a r t  o f  the  o v e r a l l  
Colorado s t a t e  t a x  burden. The discounts i n  e f f e c t  were: 3 113 percent 
on gross sales tax  co l l ec t i ons ;  about 2 112 percent  on gross motor f u e l  
t ax  c o l l e c t i o n s ;  and f o u r  percent on gross c i g a r e t t e  tax  co l l ec t i ons .  The 
cost  o f  s t a t e  vendor discounts was est imated t o  have increased from $9.6 
m i l l i o n  i n  1972 t o  about $11.2 m i l l i o n  i n  1975. The s p e c i f i c  discounts 
were as fo l lows:  
D o l l a r  Amounts i n  M i l l i o n s  Vendor D i scounts 
on Resident Tax payers 1972 -1973 -1974 1975 
Re ta i l  sa les taxes $6.4 $6.7 $ 7.5 $ 8.4 
Motor f u e l  taxes 2.3 2.1 2.1 2.2 
C igare t te  taxes -.9 -.9 .7 .6 
Tota ls  $9.6 $9.7 $10.3 $11.2 
On the  basis o f  a l l  o f  the above adjustments, the est imated s t a t e  
t o t a l  tax  1 i a b i  lit y  averaged 92 percent  o f  the  repor ted  n e t  tax  c o l l e c -  
t i o n s  du r ing  the 1972-1975 per iod.  
Table A-3 a l s o  shows the  apportionment of  the ad jus ted  s t a t e  taxes 
between r e s i d e n t  households and business. For example, $521 .3 m i 11 ion ,  
o r  almost 70 percent  o f  the  es t imated  CTPS s t a t e  taxes,were c l a s s i f i e d  as 
household o r  d i r e c t  taxes and $227.5 m i  1 l i o n  as business o r  i n d i r e c t  taxes. 
The l a t t e r ,  of course, are u l t i m a t e l y  borne by i n d i v i d u a l s  s ince  such taxes 
e i t h e r  represent  business costs  t h a t  a r e  r e f l e c t e d  i n  market p r i c e s  o r  de- 
creases i n  a f t e r - t a x  p r o f i t s ,  d iv idends  o r  u n d i s t r i b u t e d  corpora te  earnings. 
For the purposes o f  t h i s  study, t h e  i n d i v i d u a l  income t a x  and the  exc ises 
on c i g a r e t t e s  and a1 coho1 ic beverages ( a f t e r  adjustment f o r  non-res i  dent 
taxes)  were t r e a t e d  as d i r e c t  l e v i e s  on Colorado r e s i d e n t  households. The 
co rpo ra t i on  income t a x  and insurance, gas and o i l ,  severance and a l l  o t h e r  
f r anch i  se and r e g u l a t o r y  business taxes were c l  ass i  f i e d  as i n d i r e c t  o r  bus i  -
ness taxes. The remaining major  s t a t e  taxes -- the  sales and use t a x  and 
the  highway user  taxes -- were appor t ioned between these two broad ca te-  
gor ies  o f  t a x  revenues on the  b a s i s  of i n f o r m a t i o n  prov ided by the  Research 
and S t a t i s t i c s  Sec t ion  o f  t h e  Colorado Department o f  Revenue. The s p e c i f i c  
r a t i o s  used and the  apport ionment o f  s t a t e  sa les and use t a x  and highway 
user  taxes between households and business f i r m s  f o r  f i s c a l  yea r  1975 are  
shown i n  Table A-4. 
Adjustment and C l a s s i f i c a t i o n  o f  Local Taxes 
Tax c o l l e c t i o n s  o f  1 ocal  governments were t r e a t e d  i n  a manner s i m i l a r  
t o  t h a t  descr ibed above f o r  a d j u s t i n g  and a l l o c a t i n g  s t a t e  taxes. colorado 
l o c a l  governments g e n e r a l l y  operate on a ca lendar  yea r  bas i s  and the most 
recent  data a v a i l a b l e  on a un i f o rm s ta tewide  bas i s  were f o r  ca lendar  year  
1974 which over laps  f i s c a l  yea r  1975 by s i x  months. I n  cons ide ra t i on  of 
the  r e l a t i v e  importance o f  the p r o p e r t y  t a x  component i n  t he  t o t a l  l o c a l  
t a x  p i c t u r e  and the  f a c t  t h a t  such taxes were p a i d  i n  1975, t h e  repo r ted  
data were used as the  base f o r  l o c a l  taxes f o r  f i s c a l  yea r  1975. A summary 
o f  the  adjustments made t o  these l e v i e s  and t h e i  r apport ionment between 
households and business are shown i n  Table A-5. 
The t o t a l  o f  r epo r ted  l o c a l  taxes f o r  f i s c a l  yea r  1972 amounted t o  
$802.0 m i l l i o n ,  o f  which $614.4 m i l  l i o n  o r  a lmost  77 percent  represented 
l o c a l  p rope r t y  taxes, and o n l y  $187.6 m i l  l i o n  represented a l l  o t h e r  l o c a l  
l e v i e s  (sa les,  c i g a r e t t e ,  u t i l i t y ,  f r anch i se  and o t h e r  r e g u l a t o r y  business 
TABLE A-4. APPORTIONMENT OF COLORADO STATE SALES AND 

HIGHWAY USER TAXES BETWEEN HOUSEHOLDS AND BUSINESS, 

FISCAL YEAR 1975 

Rat io  o f  
Households Do1 l a r  Amounts (000) 
t o  Business Total  Households Business 
A. Sales and Use Taxes : 
Food and apparel 
Personal services and miscel lane- 
ous r e t a i  1 t rade 
General mdse. , f u r n i t u r e ,  appl i-
ances, autos, auto pa r t s  and 
accessories, ho te l s  and lodgings 
Eat ing and d r i nk i ng  places 
E lec t r i c ,  gas, comunicat ions, 
t ranspor ta t ion ,  u t i l i t i e s  
Bldg. mater ia ls ,  hardware and 
farm equipment 
Agr., mining, const ruct ion,  
manuf., whsle. t rade, f inance, 
business serv ices , NCE 
Net Sales Tax 
Less: 	 Food tax c red i  t 
Non-resident sales t ax  
Plus: 	 Net use tax  
Vendor discounts 
To ta l  Resident Sales & Use Tax 
B. Highway User Taxes 
Motor fuel  taxes 75/25 $ 84,038 
Motor veh ic le  and operators 
l icenses and o the r  fees 70/30 21,454 
Special f u e l  and ton-mile taxes 0/100 23,368 
Reported Highway User Taxes 61 /39 $1 28,860 
Less: 	 Non-resident motor f u e l  taxes 100/0 - 9,454 
Plus: Vendor discounts on motor 
f u e l  72/2& 1,990 
Vendor discounts on spec. 
fuel  0/100 187 
Total  Resident Highway User Taxes 58/42 8121,583 
Y I n c l u s i v e  o f  non-residents, the r a t i o  was 75/25. 
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TABLE A-5. SUMMARY OF COLORADO LOCAL TAXES 

ALLOCATED BETWEEN HOUSEHOLDS AND BUSINESS 

FISCAL YEARS 1 972- 1 975 

1972 1973 1974 1975 
( D o l l a r  amounts i n  m i l l i o n s )  
Reported Net Tax Col 1 ec t i ons  
Adjustments 
Nonal 1 ocable taxes- aI 

Non-res ident  t a x  co l  l e c t i o n s  

Vendors d iscounts on sa les  and 

exc i se  taxes 
T o t a l  Adjustments 
To ta l  Local Taxes 
Taxes on Resident Househol ds 
Res ident ia l  Proper ty  

Sales and Use 

C i  g a r e t t e  

To ta l  Household Taxes 
Taxes on Business 
Non-Resident ial  Proper ty  

Sales and Use 

' Other Reg. and Business Taxes- b/ 

To ta l  Business Taxes 
. / ~ e ~ r e s e n t s  employee's share o f  Denver Occupation Tax. 
v ~ o rf i s c a l  1972 r e v i s e d  data i nc ludes  Denver Occupation Tax on business. 
taxes).  The adjustments made f o r  nona l l  ocable taxes, non-resident t a x  c o l -  
l e c t i o n s  and vendor discounts amounted t o  $11.3 m i l  l i o n .  Thus, on an ad- 
j u s t e d  basis, t he  t o t a l  l o c a l  t a x  on Colorado res idents  amounted t o  $790.7 
m i l l i o n .  
The s p e c i f i c  adjustments made i n  l o c a l  taxes f o r  t he  CTPS study were 
as fo l lows:  the exc lus ion  o f  the  employee share o f  the  Denver c i t y  occu- 
pa t ion  t a x  s ince these l e v i e s  coul d n o t  be a1 1 ocated among taxpayers. by  
income classes; the  exc l  us ion o f  est imated non-resi dent sales and c i  ga- 
r e t t e  taxes based on the  method used f o r  computing non-resident  s t a t e  
taxes; and the  a d d i t i o n  o f  vendor discounts on l o c a l  sa les and c i g a r e t t e  
taxes. The s p e c i f i c  discounts used f o r  l o c a l  taxes were: two percent  on 
Denver sales tax  c o l l e c t i o n s ;  an average of 3 113 percent  on the  t o t a l  of 
a l l  o the r  municipal and county gross sales t a x  c o l l e c t i o n s ;  and f o u r  per- 
cent  on gross c i g a r e t t e  c o l l e c t i o n s .  
The adjusted l o c a l  t a x  t o t a l s  a l s o  were apport ioned between house- 
holds and business f i rms.  C igare t te  taxes were c l a s s i f i e d  as d i r e c t  l e v i e s ;  
a l l  u t i l i t y ,  f ranch ise  and regu la to ry  taxes as i n d i r e c t .  However, the  two 
major sources o f  l o c a l  t ax  revenues -- p roper t y  and sales taxes -- had t o  
be separa te ly  apport ioned between households and business. The l o c a l  sales 
t a x  was apport ioned on the  bas is  o f  the  r a t i o s  described above f o r  a1 l o c a t -  
i n g  the s t a t e  sales and use taxes. 
Table A-6 shows the d e r i v a t i o n  by income c lass  of the r e s i d e n t i a l  por- 
t i o n  o f  t he  t o t a l  p roper ty  tax. It was est imated t h a t  Colorado r e s i d e n t i a l  
p roper ty  taxes f o r  f i s c a l  year  1975 amounted t o  $300.2 m i l l i o n ,  o r  49 per- 
cent  o f  the  t o t a l  p roper ty  tax  repor ted  f o r  t h a t  year. The proper ty  t a x  
apportionments f o r  f i s c a l  years 1973 and 1974 were based on the  r a t i o  de- 
r i v e d  f o r  the o r i g i n a l  1972 CTPS study. 
This p roper t y  t a x  a l l o c a t i o n  was based on an imputa t ion  method which 
assumed t h a t  p roper t y  taxes on renter-occupi  ed housing u n i t s  are shi f t e d  
forward and t h a t  such average taxes approximate, b u t  a re  smal ler  than, 
those on owner-occupied u n i t s  of f a m i l i e s  of comparable income and house- 
h o l d  s ize .  The 1975 CTPS i n d i v i d u a l  income t a x  ana lys is  provided average 
household r e a l  e s t a t e  t a x  deduct ions on i temized re tu rns  c l a s s i f i e d  bv ad- " 
j u s t e d  gross income. The r a t i o  o f  taxpayers r e p o r t i n g  such deductions t o  
the t o t a l  number o f  taxpayers i n  each income stratum va r ied  d i r e c t l y  and 
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s i g n i f i c a n t l y  w i t h  the  l e v e l  o f  income -- from f i v e  percent  f o r  those w i t h  
an ad jus ted gross income o f  l ess  than $5,000 t o  86 percent  f o r  those w i t h  
incomes o f  $25,000 o r  more. For the  f o u r  h ighest  income s t r a t a  (adjusted 
gross incomes of $5,000 o r  more), t he  average r e a l  e s t a t e  t a x  deductions 
repor ted  on t h e  i temized re turns ,  ad jus ted f o r  a consumer preference fac- 
to r ,  were then imputed as the  r e s i d e n t i a l  p roper t y  t a x  burden f o r  taxpayers 
o f  comparable incomes who f i l e d  non -itemized income t a x  re turns .  However, 
f o r  households i n  the  lowest  income stratum, the  above method o f  es t imat -  
i n g  r e s i d e n t i a l  p roper t y  taxes cou ld  n o t  be used because o f  the  r e l a t i v e l y  
small number and low sampling r e l i a b i l i t y  o f  i temized re tu rns  w i t h  r e a l  
es ta te  t a x  deductions. Instead, r e s i d e n t i a l  p roper t y  taxes f o r  t h i s  i n -  
come category were est imated on t h e  bas is  o f  a computed r a t i o  o f  r e a l  
es ta te  taxes t o  nontaxable housing expenditures (i.e., n o t  sub jec t  t o  
sales t a x )  developed f o r  t h e  1972 CTPS study and ad jus ted t o  a 1975 bas is  
f o r  t h i s  study. 
APPENDIX B 
METHODOLOGY USED FOR DERIVATION OF HOUSEHOLD INCOME AND ALLOCATION 

OF TAXES BY MAJOR INCOME CLASSES 

The e x t e n t  t o  which a " tax  p r o f i l e "  corresponds t o  the  actual  burden 
o f  s t a t e  and l o c a l  taxes borne by t h e  poor, the  middle c lass and the r i c h  
depends n o t  o n l y  on how accu ra te l y  the  income and t a x  data are  measured, 
bu t  on the  v a l i d i t y  o f  the income concept and the  reasonableness o f  the 
t a x  a l l o c a t i o n s  developed f o r  the  analys is .  This appendix describes both 
the  income measure and t a x  a l l o c a t i o n s  used f o r  t h i s  study. 
Income Measures f o r  Tax Burden Analys is  
It i s  genera l l y  recognized t h a t  t he  ad jus ted gross income repor ted on 
t a x  re tu rns  i s  n o t  an adequate measure o f  income f o r  t a x  burden ana lys i s  
because o f  impor tant  d i f f e rences  between the  economic and l e g a l  o r  s ta tu -
t o r y  d e f i n i t i o n s  o f  income. The l a t t e r  excludes var ious forms of money 
income which are considered t o  be p r i m a r i l y  t r a n s f e r  payments, such as 
p u b l i c  and p r i v a t e  we1 fare payments, s o c i a l  s e c u r i t y  payments, unemploy-
ment compensation, and p o r t i o n s  o f  p r i v a t e  pensions and re t i remen t  income. 
I n  cont ras t ,  t he  economic concept of income (e.g., t he  personal income mea- 
sure i n  the  n a t i o n a l  income accounts), i n  a d d i t i o n  t o  t r a n s f e r  payments, 
inc ludes sundry forms o f  imputed income, such as imputed r e n t a l  income on 
owner-occupied residences, imputed i n t e r e s t  on insurance and savings, and 
employer con t r i bu t i ons  t o  pension funds. The magnitude o f  the di f ference 
between these income concepts on a n a t i o n a l  basis, f o r  example, i s  shown 
by the  f a c t  t h a t  t h e  t o t a l  adjusted gross income repor ted on federa l  income 
tax  re tu rns  represents o n l y  about 80 percent  o f  t he  t o t a l  personal income 
computed on a n a t i o n a l  income accounts basis.- 21 
In termediate measures of income a l s o  have been developed i n  the  form 
o f  money income, e i t h e r  before o r  a f t e r  tax, as repor ted  by respondents i n  
sample surveys conducted by the  Bureau o f  the  Census and o t h e r  governmental 
agencies. Such money income measures b a s i c a l l y  are i n  accord w i t h  the  pop-
u l a r  concept of income s ince they genera l l y  exclude imputed income b u t  i n -  
clude the  major types o f  nontaxable money t rans fe rs .  
~ J . A .  Pechman, Federal Tax Po l i cy ,  W.W. Norton and Company, New York, 
1971, pp. 272-274. 
I n  o r d e r  t o  o b t a i n  an a l t e r n a t i v e  measure which would more c l o s e l y  
correspond t o  the  convent ional  concept o f  income and p rov ide  a broader 
base than the  ad jus ted  gross income repo r ted  on Colorado income t a x  re -
tu rns ,  an ad jus ted  broad income measure was developed f o r  the  o r i g i n a l  
1972 CTPS r e p o r t .  It was based on a s tudy by P r o j e c t o r  and B re tz  which 
prov ided a d e t a i  l e d  ana l ys i s  o f  househol d  money t r a n s f e r  income conta ined 
i n  the  Bureau o f  the  Census r e p o r t  on 1970 f a m i l y  income.?' The present  
s tudy i n c o r p o r a t i n g  the P r o j e c t o r  and B re tz  es t imates  o f  under r e p o r t i n g  
o f  t r a n s f e r  income i s  based on the Census Bureau survey o f  1973 f a m i l y  
income.:' I n  b o t h  instances,  t he  household t r a n s f e r  income was c l a s s i -
f i e d  by Census money income l e v e l s .  Rat ios o f  t r a n s f e r  income t o  ad- 
j u s t e d  gross income were de r i ved  f rom these data by f i r s t  conve r t i ng  the 
Census money income i n t o  corresponding ad jus ted  gross income classes, and 
then computing a money t r a n s f e r  income r a t i o  on t h i s  basis .  I n  tu rn ,  by 
r e l a t i n g  these r a t i o s  t o  t he  abso lu te  l e v e l s  o f  ad jus ted  gross income, i t  
was poss ib le  t o  d e r i v e  r a t i o s  which conformed t o  t h e  appropr ia te  l e v e l s  
o f  CTPS ad jus ted  gross income. Because the  r a t i o  o f  t r a n s f e r  income t o  
non - t rans fe r  income f o r  Colorado res iden ts  between 1973 and 1974 increased 
by 9.35 percent,z' the es t imate  o f  Colorado t r a n s f e r  income de r i ved  from 
the Census Bureau data f o r  1973 was ad jus ted  accord ing ly .  Based on the  
above methodology, t he  es t imate  o f  t o t a l  money t r a n s f e r s  rece i ved  i n  1974 
by Colorado households ( fami 1 i e s  and un re la ted  i n d i v i d u a l s )  was $1,386 
m i l l i o n  o r  o n l y  3.9 percent  l ess  than the  $1,442 m i l l i o n  ( i n c l u s i v e  o f  
non-money t r a n s f e r s )  es t imated  by the  U.S. Department o f  Comnerce as t h e  
t o t a l  t r a n s f e r  income f o r  Colorado res iden ts  f o r  t h a t  year .  
I n  a d d i t i o n  t o  t h e  above money t r a n s f e r  income adjustment, the CTPS 
ad jus ted  broad income measure i nc ludes  an es t imate  o f  t h e  c a p i t a l  ga ins 
3-'D.s. P r o j e c t o r  and J.S. Bretz ,  "Measurement o f  T rans fer  Income i n  t he  
Current  Popu la t ion  Survey," i n  The Personal D i s t r i b u t i o n  o f  Income and 
Wealth, Nat iona l  Bureau of Economic Research, New York, 1975, Chapter 12. 
a I 
?'u.s. Bureau o f  t h e  Census, "Money Income i n  1973 o f  Fami l ies  and Persons 
i n  t he  Un i ted  States," Current  Popu la t ion  Reports, Ser ies  P-60, No. 97, 
Washington, D.C., 1975. Unpublished data on the  components o f  money i n -  
come rece ived by un re la ted  i n d i v i d u a l s  i n  1973 were prov ided by the  
Census Bureau. 
~ u . s . Department o f  Commerce, Survey o f  Current  Business, August 1975. 
income s t a t u t o r i l y  excluded f r o m  repor ted  adjusted gross income. An e s t i -  
mate of such income was obta ined by computing the  r a t i o s  o f  excluded capi -
ta l  gains t o  ad jus ted gross income by income classes as repor ted  i n  the  , 
I n t e r n a l  Revenue Service, S t a t i s t i c s  of Income, 1972.g These r a t i o s  were 
then app l i ed  t o  the CTPS averages o f  adjusted gross income repor ted on Co-
lorado i n d i v i d u a l  income t a x  re tu rns  f o r  f i s c a l  year  1975. A summary of 
the  f i n a l  adjustments made t o  the CTPS ad jus ted gross income i n  order  t o  
der ive  the  corresponding adjusted broad income used as the  a l t e r n a t i v e  
base f o r  the  t a x  burden analyses i s  shown i n  the  t a b l e  below: 
TABLE B-1 . DERIVATION OF ADJUSTED BROAD INCOME FOR THE 
COLORADO TAX PROFILE STUDY, 
FISCAL YEAR 1975 
A B C D E 
Average Rat io  of Rat io  of Ave rage 
CTPS Excluded Transfer  Income Adjusted 
Adjusted Cap i ta l  Income Expansion Broad 
Adjusted Gross Gross Gains t o  t o  Factor  I n  come 
Income Classes I n  come AGI AGI (1 +B+C) (AxD) 
Under $ 5,000 $ 2,596 .0185 .9683 1.9868 $ 5,157 
$5,000 t o  $10,000 7,408 .0091 .2216 1.2307 9,117 
$10,000 t o  $15,000 12,376 .0084 .0831 1.0915 13,509 
$1 5,000 t o  $25,000 19,010 .0126 .0492 1.0618 20,185 
$25,000 and over 41,172 .0805 .0273 1.1078 45,611 
Tota ls  (weighted) $1 1,902 .0275 . I315 1 .I590 $1 3,799 
The Consumer Expenditure P r o f i l e  
I n  o rde r  t o  a1 loca te  Colorado s t a t e  and l o c a l  expenditure taxes on 
r e t a i l  sales, c iga re t tes ,  l i q u o r  and gasol ine as w e l l  as business taxes 
s h i f t e d  forward t o  consumers, i t  was necessary t o  develop an appropr ia te  
consumer expendi ture p r o f i l e  of Colorado household expenditures, c l a s s i -
f i e d  by household income l e v e l .  As noted i n  the  1972 CTPS repor t ,  t he  
5'1nternal Revenue Service, S t a t i s t i c s  o f  Income--1 972, I n d i v i d u a l  Income 
Tax Returns, Washington, D. C. , 1974 
most recent  and comprehensive emp i r i ca l  study o f  ac tua l  spending pa t te rns  
of households was the  Survey of Consumer Expenditures publ ished by the 
U.S. Bureau of Labor S t a t i s t i c s  i n  t h e  e a r l y  1960's.l '  The d e t a i l e d  house- 
h o l d  expenditure and income data f o r  t h e  western s ta tes  conta ined i n  t h a t  
study were used as the  bas is  f o r  t he  1972 CTPS t a x  burden ana lys i s  a f t e r  
the  income measures were made comparable and the  expendi ture out lays  ad- 
j u s t e d  fo r  i n f l a t i o n .  Current ly ,  t h e  BLS i s  conduct ing a new study of 
consumer expenditures based on sample survey informat ion f o r  the  f i s c a l  
year  1973. However, the  on ly  r e s u l t s  from t h i s  study publ ished t o  date 
have been n a t i o n a l  averages on food expenditures a t  home and away from 
home, gas01 i n e  and a few o the r  se lec ted non-food expenditures./ Compar-
ab le  unpublished 1973 " d i a r y  survey" data on these i tems f o r  a l l  urban 
and r u r a l  f a m i l i e s  i n  the  western s t a t e s  were obta ined d i r e c t l y  from the 
Bureau. 
For the  purposes o f  t h i s  study, the  Colorado consumer expendi ture 
p r o f i l e  developed fo r  t he  1972 CTPS report2' was rev i sed  t o  incorpora te  
t h e  new BLS-SCE food and gasol ine expendi ture data and updated f o r  the  
p r i c e  in f l  a t i  on and change i n  aggregate consumer expenditures between 
f i s c a l  years 1972 and 1975. On the  bas is  o f  t he  d e f i n i t i o n s  o f  taxable 
comnodi t i e s  under Colorado's present  sales and exc ise  t a x  laws, the  e s t i -  
mated 1975 average consumer expenditures were c l a s s i f i e d  i n t o  taxab le  and 
nontaxable categor ies.  These data were used t o  de r i ve  r a t i o s  o f  taxable 
consumer expenditures and t o t a l  consumer expenditures t o  adjusted gross 
and adjusted broad income. I n  turn,  these r a t i o s  were a p p l i e d  t o  the  
1975 average incomes o f  Colorado taxpayers, c l a s s i  f i e d  by income l e v e l ,  
i n  order  t o  obta in  the  c u r r e n t  p a t t e r n  of consumer expenditures o f  
' u . s .  Department o f  Labor, Bureau o f  Labor S t a t i s t i c s ,  Survey o f  Consumer 
Expenditures: 1960-61 (De ta i l  of Expenditures and Income i n  the  Western 
Region), Washington, D. C., 1964. 
~ ' " ~ a r t i a lResults from 2-Year Survey of Consumer Expenditures," News Re- 
lease, A p r i l  16, 1975; and "Add i t iona l  Results from La tes t  Survey o f  
Consumer Expenditures," News Release, May 15, 1975, U.S. Department of 
Labor, Bureau o f  Labor S t a t i  s t i  cs, Washington, D. C. 
y ~ e eColorado Tax P r o f i l e  Study, Appendix A, Table 7, p. 96. 
Colorado househol ds. The spec i f i c  1975 consumer expendi ture-income r a t i o s  
developed for  the CTPS analysis are shown i n  Table B-2, below: 
TABLE B-2. RATIOS OF CONSUMER EXPENDITURES TO ADJUSTED GROSS 

AND BROAD INCOMES USED I N  THE 

COLORADO TAX PROFILE STUDY, 

FISCAL YEAR 1975 
Colorado Consumer 
Expenditures as Ratios o f :  
Adjusted Adjusted 
Gross Income Broad Income 
Househol ds i n  Taxable Total  Taxable Total 
Adjusted Gross Expendi- Expendi- Expendi- Expendi-
Income Classes tures tures tures tures 
Under $ 5,000 
$5,000 t o  $10,000 
$10,000 t o  $15,000 
$15,000 t o  $25,000 
$25,000 and over 
A l l  Households 
Tax A l locators  Used for  Burden Analysis 
The a l loca t ions  of i nd i v i dua l  s t a te  and l oca l  taxes by income class 
were made on the fo l lowing basis:  
Ind iv idua l  income tax -- a l l oca t i on  obtained d i r e c t l y  from 
the CTPS independent computer analysis o f  a s t r a t i f i e d ,  ran-
dom sample o f  1974 Colorado i nd i v i dua l  income tax re turns 
f i l e d  i n  1975 prepared fo r  the companion repor t ,  Colorado 
S t a t i s t i c s  of Income, 1975. A descr ip t ion of the sample 
and i t s  s t a t i s t i c a l  r e l i a b i l i t y  i s  presented i n  Appendix B 
o f  t ha t  repor t .  
Sales and use taxes -- the d i r e c t  por t ions o f  s ta te  and l oca l  
sales and use taxes were a l loca ted  on the basis of r a t i o s  of 
taxab le  consumer expenditures t o  ad jus ted gross income devel- 
oped from U.S. Bureau of Labor S t a t i s t i c s ,  Survey o f  Consumer 
Expenditures, ad jus ted t o  a 1975 bas is  f o r  purposes o f  the  
CTPS analys is .  The i n d i r e c t  p o r t i o n s  o f  these taxes were 
a l l o c a t e d  by use o f  t o t a l  consumer expendi ture r a t i o s  s ince 
such taxes represent business cos ts  assumed t o  have been 
s h i f t e d  t o  the  consumer through market p r i c e .  
Excise taxes -- the c i g a r e t t e ,  a l c o h o l i c  beverage and the 
d i r e c t  p o r t i o n s  o f  highway user taxes a l s o  were a l l o c a t e d  
on the  bas is  o f  updated Survey o f  Consumer Expenditure data. 
Ratios o f  consumer expenditures f o r  these p a r t i c u l a r  i tems 
t o  ad jus ted gross income were developed and app l i ed  t o  the 
CTPS t a x  data. The i n d i r e c t  p o r t i o n  o f  t he  highway user 
taxes was a l l o c a t e d  on the  bas is  o f  t o t a l  consumer expendi- 
t u r e  r a t i o s .  
Property taxes -- the a l l o c a t i o n s  o f  r e s i d e n t i a l  p roper ty  
taxes by income classes were based on the  CTPS independent 
i n d i v i d u a l  income t a x  ana lys i s  which provided d e t a i l e d  data 
on the  number and amount o f  r e a l  e s t a t e  t a x  deductions re-  
por ted  on i temized returns.  Non-resident i  a l  p roper ty  taxes 
were a1 loca ted  on the  same basis as o t h e r  business taxes, 
i .e. ,  the  r a t i o s  o f  t o t a l  consumer expendi tures t o  adjusted 
gross income. 
Corporat ion income tax  -- one-ha l f  o f  t h i s  t a x  was assumed 
t o  be s h i f t e d  forward t o  consumers and a l l o c a t e d  on the  same 
bas is  as the  o t h e r  i n d i r e c t  taxes descr ibed above. The re -  
mainder was assumed t o  be borne by e q u i t y  s tockholders and 
a l l o c a t e d  on the  basis o f  t he  d i s t r i b u t i o n  o f  corporate d i v i -  
dends by ad jus ted gross income classes as repor ted  by the  
In te rna l  Revenue Service i n  the  S t a t i s t i c s  o f  Income, I n d i -  
v idua l  Income Tax Returns, 1972. 
a 	 Other business taxes -- t h i s  category inc ludes insurance, sev-
erance, o i  1 and gas, u t i l i t y ,  f ranch ise  and a l l  o the r  regula-  
t o r y  and miscellaneous business taxes. These lev ies ,  as i n  
the  case o f  a l l  o the r  business costs, were assumed t o  be i n -  
d i r e c t l y  borne by households and accord ing ly  were a l l o c a t e d  
on the  bas is  o f  the r a t i o s  o f  t o t a l  consumption expenditures 
t o  income. 
